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YOUTH EMPLOYMENT OPPORTUNITY WAGE 

ACT OF 1984 



MONDAY, JUNE 18, 1984 

U.S. Senate, 
Committee on Labob and Human Resources, 

^ Washington, DC. 

The committee met, pursuant to notice, at 2 p.m., in room 430, 
Dirksen Senate Office Building, Senator Orrin G. Hatch (chairman 
of the committee) presiding. ^ , m, j 

Present: Senators Hatch, Quayle, Denton, Grassley, Thurmond, 
and Kennedy. , 

OPENING STATEMENT OF SENATOR HATCH 

The Chairman. I would like to welcome everyone to our hearing 
this afternoon to examine S. 2687, the Youth Employment Oppor- 
tunity Wage Act. t> o mi. 

I am pleobed to join with Senator Charles Percy, Senator Ihur- 
mond, and many other distinguished colleagui^ in sponsormg 
this important legislation. ' 

Could we have order? 

For too long, our national community has borne the tragedy ot 
youth unemployment. It remains today, as it has been for decades, 
a .chronic disease within our society, particularly arapng minority 
youth. Rates of unemployment among young people have been re- 
markably constant in spite of the economic downturn and recovery. 
The problem I describe is systemic, not cyclical. Likewise, any solu- 
tion to this problem has to be systeniatic and comprehensive. ' 

I commend President Reagan and Secretary Donovan, who is 
with us today, for encouraging and promoting this congressional 
initiative. On behalf of Senator Percy and other cosponsors, I am 
grateful to the numerous supportive organizations, many of v/hose 
members took the time to ^make constrjjctive and useful sugges- 
tions to further improve our bill, Their collective energies are 
clearly manifest in this important reform legislation, the highlights 
of which can be summarized as follows: , 

First, S. 2687 would allow an employer to pay a youth.wage of 76 
percent of the statutory m-nimum wage only during the summer 
months from May 1 through September 30. , . . 

Second, the bill has a sunset provision. Authorization to pay the 
special youth opportunity wage expires on September 30, 1987. A 
full evaluation can then be made to determine the effects of this 
apprpach to alleviating youth unemployment. This concept has 
never been tried without the restriction of oeing a full-time stu- 

(1) 
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dent. It is time wo gave thia proposal a chance to prove itself. If it 
fails to provide more youth with jobs or yields unacceptable^, ad- 
verse effects on others in the labor force, then we can base any 
future rejection of this concept on knowledge, not on speculation or 
feav. ^ 

Third, youth eligible for the special wage are ages IG to 19. 

Fourth, the bill contains stiff penalties for any employer who 
abuses the intent of the legislation by displacing adult workers or 
youth already employed. These sanctions are the xplicit commit- 
ment of the ^Congress and the adminisiratlon to assure complij^nce 
with the f 'air Labor Standards Act and the spirit of the Youth Em- 
ployment Opportunity Wage Act. 

The Youth Employment Opportunity Wage Act will probably not 
be the final word in our caiflpaign to cure this national affliction. 
Furthermore, reUance on Federal employment and training pro- 
grams is n9t in itself a complete solution. While I remain a strong 
supporter of the Job Training Partnership Act and have faith that ^ 
this program has great potential to help both youth and adults who 
are suffering structural unemployment, the record is clear. After 
years of Federal effort and billions of dollars, the problem of youth 
unemployment remain chronic and acute. 

This is why I applaud the recent action by the National Confer- 
ence of Black Mayors, SER, the Opportunities Industrialization 
Centers, and the American GPForum in endorsing this tegislation. 
These organizations and many others are not willing to overlook 
this limited, experimental change in the minimum wage as a po- 
tential weapon in their fight to assist youth in this country, 

Most of us in this room are personally familiar with the waste of 
talent and initiative inherent in high youth unemployment rates. 
Each of us has our own personal story to tell. The measure we con- 
/sider today is a reasoned, experimental modification of a law which 
has been proven to have a negative effect on inexperienced young 
workers. While many young people are employed at the minirnum 
wage, far too many others have been shut out from the work force 
completely. 

The indications that ^he Youth Employment Opportunity Wage^ 
Aci wfll create new summer jobs4br youth are so encouraging that ' 
wo cannot ignore action on thL proposal any longer , Let us pull 
" to^^ether to enact this if^gislatioB. Let us give our young people a 
chance to both learn and earn, ^ Luance to start up the economic 
ladder, and u chance to develop the kind of personal confidence 
and self-e.«'e.^m that will last them a lifetime. I think it's time we 
do that. 

We are very pleased this morning to have with us such broad 
representation. We will turn to Senator Thurmond for any com- 
ments he has to make at this point-before we turn to the Secretary 
of Labor. 

' [Statement of Senator Thurmond follows:] 

()PEMN(; STATKMKNT OF SKNATOK Till RMOND 

Senator Thurmond, Thank you, Mr, Chairman. 
Mr. Chairman, it is a pleasure to be here this afternoon to re- 
ceive testimony on S. 2()87,Jhe proposed Youth Employment Op- 
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portujnity Wage Act of 1984, I want to welcome the distinguished 
Secretary of Labor, Secretary Donovan; Congressman Dixon, and 
the many other distinguished witnesses who will testify today. 

Mr. Chairman, the high rate of unemployraent among our Na- 
tion s youth, and particularly among our black youth, is a problem 
that has existed and worsened over a period of many years. To 
date, the Fedcft-al Government's many efforts to address this prob- 
lem, while well intended, have had minimal .effects. For years, Con- 
gress has rejected proposals, to allow a reduced minimum wage to 
be paid to young people.' , _ 

As a supporter and cosponsor of past proposals and of S. 2687, I 
believe that enactment of this legislation is long overdue. 

Mr. Chairman, no one can project with total certainty the addi- 
tional number of jobs that will be provided to teenagers should S. 
o Z&Sl be enacted. HowcveT^ the potential appears to be so significant 
that S. 2687 has received the support of many organizations and in- 
dividuals with differing perspectives ^nd political philosophies. 

Many of the arguments which in the past haye been used in'cp- 
position to the youth subminimum wa^^e have been addressed in 
the pending legislation. For example, some have expressed concern 
that enactment of this legislation will result in employers replacing 
adults with sUbminimuni-wage youth. However, S. 2687 includes 
^ppropriat^^ penalties for those who conduct such practices. 

It is also ^important to note that under S. 2687 the program 
would be summer only and be authorized- for only 3 years. 

Additionally, the legislation would require that the results of the._ 
program be thoroughly evaluated and reported to Congres?. 

Mr. Chairman, the youth of our Nation are in great need of in- 
creased employment opportunities. I believe we can provide these 
opportunities through passage of S. 2687. ^ 

I. look forward to the testimony we will receive today on this im- 
portant legislation, I commend President Reagan for recommend- 
^ ing this legislation to the Congress. L also commepd Secretary 
Donovan for working to get this legislation passed. ; am sure he 
will exert every effort, as he has done good work as Secretary of 

Labor. t i » 1 

1 am very pleased to be here, and, Mr. Chairman, if 1 don t get to. 

stay for the entire session, I will take pleasure in reading the testi- 

^piony of the rest of the witnesses. 
Thank you. 

The Chairman. Thank you, Senator ThurmOnd. 

We are very pleased to have such broad representation hei'e 
today to discuss this legislation with the committee. How:)ver, be- 
cause the agenda this afternoon is extensive, I would respectfully 
ask all witnesses to summarize their prepared statements in 5 min- 
utes, and without objection, we will place all complete statements 
in the record as though fully delivered, sp that I don't have to do 
that each time. 

We will use the lights to remind us .about the time constraints. 
And additionally, I would like to ask the Senators to hold their 
questioning to no more than 10 minutes. I am afraid if v/e don t do 
this, we will not give everyone an equal chance to state their views 
and respond to questions. 

/ 

h {' 
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• And finally, 1 am going to have many more questions than I wiJJ 
ask here ^ukicly under this 10-minute rule, as I anj sure other 
members of the committee'will want to ask as well. So L>yant the 
witnesses, all witnesses, to be prepacpd to respond to written ques- 
tions if we can^t get to all of them during this hearing. I appreciate 
your cooperation and your willingness to participate in this 
manner in this hearing. " - ' , 

Without objection, let me msert the statements of Senator 
Charles H. Percy, the prime sponsor of this bill, 5and of Senator 
Paula Hawkins in the record at this point. # _ 

STATKMKNT OF SENATOR PAUI.A HAWKINS 

Senator Hawkins. I am pleased to welcome Jim Kondor of Flori- 
da who is representing the National Grocer's Association on this 
panel today. I know from my conversations v/i^h other grocers and 
retailers in Florida that they are. willing and anxious to give young 
people their f rst jobs, they want to help them gain experience and 
good working habits, but that the current minimum wage require- 
ment of $;}.;{r) an hour is too muSh of a disincentive. They^just don't 
feel that they fan justify that kind of expenditure for a, worker who 
ha.-i lutle or no experience and must be trained. 

Lots of the little services that we used to expect from our retail 
establishments, like ushers in movie theaters and people to bag our 
groceries, have disappeared from many stores because the employ- 
. ers fe(^ that the Government, through its minimum wage require- 
ments, has regulated these positions out of existence. 

I welcome Mr. Kondor and the others on this panel today and I 
look forward to your testimony. 
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J Tiii- voi'Ti! riri.0Y>T.;;T orroRTUMTV uagi: act of i^.'sf* 

hl'.VCm THh U\MMIT,::i; »N LAnOK ANn IIUM'XN RliSOURChS 
• JUNH IB, 1984 

1 wnuld like to than), the d i st inqii i sfir^d Chnirinan of this 
Comnii t tto , ScPvitor Hi.tch, for giv^ingmc this opportunity to submit 
a statement on The -^'outh F-mployment O]iportuni ty Uaj^e Act of 
1984.* 1 woiilJ also like to thank Senator Hatch for his tremen- 
dous leadjcrship on this issue. . .» 

*\ am sp^onsorinj: this legislation for one simple reason: '\o 
create johs ^or teena^;cr.«i . The statistics on youth \in».'niployn^cnt 
speak for themselves. Nearly one of every three tcenaf^ors will 
be unable to find emplovment i^^r summer. , The unenlploynl^nt rate 
amonf; black trenapet^s in an astounding .40 percent, and approaches' 
7S percent in some areas. my own state of Illinois, in Chicago, 

the unemployment rate for black teens is 50 p er^e nj. 

T)»e 'youth opportunity wage would allow employers to pay 
teenagers* a lower minimum wage during the summer month.*;. Speci- 
fically, those aged 16 to 19 Could be paid $2.60 per hour - - '^^ 
percent of the current minimum wage, from May 1' to September .^0. 

At this hearing today, some of., the witnesses will argue that 

we should not try a youth' opportunity wage. 1 "w'ould like to tnVe 

J:heir arguments head-on. The opponents of the bill*^ claim: 

"The youth opportunity wage' is no substitute for government 
funded job.s programs" p 

I qould not ^agree more, The youth wage is not intended to 
substitute other programs, but rather, it will add one more tool fo 
creating jobs. While these goVernnient aid programs aro^impor tant , 
they simply have nojt^ solved the *teenag"e unemployment problem. Por 
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example, over an eight-year period, the governipent spent over $53 
billion to provide jobs under the tETA program. We have enact(?xl. 
with my support, che Job Training Partnership Act, the targeted 
tax credit program, and the emerg.c^cy j^obs bill. Recently, T 
cosponsored a measure restoring SlOO million to the Federal 
Summer Jobs^.Program (wh ich* w i 1 1 , res tore \l3 . 000 jobs for teens . 
in Chicagol. Even with these programs, and a drop in the over- 
all' unemployment rate, youth unemployment has conti-nyed to Increase 

"The youth opportunity wage will n-n create nc'w jobs, but 
will take jobs away from adult workers" 

There are several 'reasons why this argument does not hold water, 
o The bill applies only to t^^e summer period Workers who^- 
were employg^ at the establishment within 90 days pr)or 
to May I could not be paid below minimum wage. Few 
adults are summer-only employees, and on\y two-percent of u\\ 
adults are paid the minimum wage. 
^ o The bill sets stiff penalties for employers who di?icharge 
adult workers to hire eligible youth, including fines and 
prison terms. It i.s unlikely that an employer would take 
such a risk to save a few dollars over the summer, 
o The legislation calls for the progra^ to be on a tct basis, 
expiring in 1986. 
^ 0 Those who argue that the bill will not create new jobs are 
making an unsound assumption that there are a finite number 
of jobs available. This is simply not true. Surveys iof 
some industries, such as the printing in'dustry, have' found 

that the youth wage would enable many smal T bus inesses to 

f' 

hire an additional worker, 
o r'-oro have b^-en numerous studies estimating ♦'he numbor nf 



1 

11 



7 



9- 



jobs^this bill would creato. In my opinion* this bill is needed 
. o 

"whether we create 4000, SO, 000, or 400,000 jobs — the precise 

nurtiber of jobs is not important so long as we do j:rj;ate jobs 

(at' no cost to the I-edeVal Government). ^ 

"The youth opportunity wage is mve aptly titled, 'The Hamburger 
bill' because it will only cr<;ate, jobs in fast-fooU esta- 
blishments' 

♦> 

Surveys have indicued that two-thirds of, the jobs created by 
a youtii wage would be in.bus inesses other than eating and drinking 
establishment's, such as recreational areas, grocery stores, and 
other small businesses. Besides, any solid work experience during 
the summer is better than no work at all. * 

I havo sponsored youth employment opportunity legi^slation 
since 1980. 1 :im cxf,remcly gratified now^ howeve r , to have the 
support of many grpiips which understand intimately the problems 
•of teenage unomploymcMi t such as the Blcak'Nfayers , Opportunities ■; 
Industrialization Cneters (OIC), the >\mcrican GI Forum'; and 
t)thers.. They have endorsed thjs legislation becasue they know thato 
for hundreds of thousands of teenagers", a job at $2. SO is better 
than no job at $5.5S. v ^ 

The youth tinemp loymen t problem has defied every attempt we 
Jiave made so far to solve it. ft is time to stop arguing over^ 
whether the opportunity wage would or would not work why not 
see if it does work. While we argue, young people are suffering. 
With bl'ack unemployment running as high as 75 percent in some areas, 
ihere is little to lose in trying this approach. , 
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The Ch .irman. At this point we will also insert Senate; Den- 
ton *s statement. 

STATEMENT OF SENATOR DKNTON 

Senator Denton. Mr. Chairman, it is with pleasure that I attend 
and assist in chairing today's hearing on the Youth Employment 
Opportunity Act of 1984, S. 2687. I have been a supporter of this 
concept for many years and campaigned on the issue when I was a 
candidate for the Senate. I have joined Senator Percy and Chair- 
man Hatch as an original cosponsor of the bill. I commend the 
chairman for quickly scheduling this hearing so that committee 
members will have ample time to review the proceedings before the 
bill is considered. 

The Youth Employment Opportunity Wage Act is an important 
piece of legislation for many reasons. We will be hearing from a 
long and distinguished list of witnesses this afternoon who will go 
into detail aboUt the effects the bill will have on teenage employ- 
ment. From my perspective as chairman of the Subcommittee on 
Family and Human Services^ however, I am most concerned about ^ 
the effects of teenage unemployment on the family, .-..-n 

Unemployment is known to be one cause of low self-esteem and 
underachievement among our Nation's teenagers. In turn, low self- 
esteem and underachievement contribute to the related problems 
of teen alcohol and drug abuse, crime, suicide, and pregnancy. All 
cf these problems are contributing to the alarming rise in -family 7 
instability. I firmly believe that if we provide teenagers the oppon-' 
tunity to work, we will indirectly alleviate many of the related 
problems I mentioned. We will be promoting responsibility and 
family stability. 

Today's teenagers need little more than opportunity in order to 
succeed. Tne Senate has the ability to help them with the passage 
of this bill. The bill has been endorsed by a broad and diverse 
group of national orginizations and individuals interested in a new 
and innovative way of .solving the problem of teenage unemploy- 
ment I urge my colleagues on the committee And in the full Senate 
to lend their full support to the passage of the Youth Employment 
Opportunity Wage Act during this session of Congress. 

The Chairman. We are very pleased to welcome you, Mr. Secre- 
tary, to our committee once again. We appreciate the leadership 
that you are showing at tht Department of Labor in so many ways, 
but particularly on this issue. We look forward to taking your testi- 
mony at this lime. 

STATEMENT OF HON. RAYMOND J. DONOVAN, SKCRKTARY, DK- 
PARTMENT OF LABOR, ACCOMPANIED BY DANIEL K. BENJA- 
MIN, CHIEF OF STAFF 

Secretary Donovan. Thank you, Mr. Chairman, and good after- 
noon to you and to members of the committee. 

Accompanying me today, sitting on my left, is Mr. Daniel K. 
Benjamin, who is my Chief of Staff at the Department, and we are 
pleased to appear before you today to discuss the longstanding and 
serious problem of youth unemployment and to participate in legis-, 
lative efforts to fashion long-term meaningful solutions. 
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I think we can all agroe that youth unemployment is not a tem- 
porary or a recent problem resulting simply from cyclical fluct»:n- 
tions in our economy. Unemployment rates for T'- to 19-year-oids 
have increased steadily over the past »S0 years fror. 12.6 percent in 
19r)4 to 17.H .percent in 19H0 and to 19 percent in May of this year. 

During this same period, unemployment rates among black teens 
have soared from 17 percent to 38 percent in 1980 and to about 44 
percent in May. ^ 

These dismal statistics for black teens are compounded by a sig- 
nificant deterioration in their ratio of employment to population, a 
decrease from 88 percent in 1954 to 24 percent in 1980 and to about 
20 percent in May of this year. 

TW:^ problem abo exists with Hispanic youth. During the last 10 
years, their employment as a percentage of population has declined 
by f) percentage points to 82.5 percent in 1983. 

Clearly, these statistics are unacceptable. They signify opportuni- 
* ties lost to our youth, opportunities for obtaining early and valua- 
ble employment experience as well as income and the intangible 
benefits associated with work, such as enhanced pride, self-esteem, 
and self-discipline. ^ 

These statistics also prove, however, that we as a nation can do 
better. And of course, we must. We can do far better if we are will- 
ing to critically examine long-held biases, if we are able to fashion 
initiatives which generate broad-based support, and if we are pre- 
pared to construct and try solutions which will increase the lon^- 
term skills and quality of our work force. 

This administration shares with the Congress, Mr. Chairman, 
and the people, an enduring and deeply held commitment to suc- 
cessfully solving the youth unemployment problem, which often 
leads to adult structural unemployment. 

This committee has examined the same statistics which 1 have 
presented, and the members are rightfully appalled and concerned 
for the future, of many of this Nation^s youth. So is the President, 
and so am I. 

We realize that young people are the Nation s next generation of 
workers, and we know, too, that they need a wide variety of train- 
ing and work experience. And we recognize that no single initiative 
is appropriate for all youth. This is why v*^e are committed to main- 
taining a complementary package of effective youth employment 
and training programs. 

Accordingly, this administration supported targeting the basic- 
training funds available under title ii of the Job Training and 
Partnership Act to economically disadvantaged persons under the 
age of 22. This is why we continue to provide jobs for disadvan- 
taged youth under the Summer Youth Employment Program and 
residential training under the Job Corps. It is why the President 
proposes to extend the authority for the targeted-jobs tax credit. In 
total, about $2 billion of JTPA's resources are targeted for youth. 

Despite those and similar prior efforts, a new approach is needed. 
We have examined various proposed explanations and solutions, 
and we believe lowering the minimum wage barrier is cruciill to in- 
creasing the number of meaningful work opportunities available 
for youth. 
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Consequently, this administration is proposing an initiative that 
permits firms to create summer jobs at wages which make it worth 
hiring youth who lack experience. This nonbureaucratic and cost- 
effective proposal for helping to achieve our shared objective of 
youth employment is the Youth Employment Opportunity Wage 
Act of 1984. 

Young people need employment and woi'k experience to secure 
adult employment. Youth programs exist, in part, because many 
teenagers lack the basic skills that are required to even earn the 
current minimum wage. There are some aspects of work that are" 
learned best on the job and cannot be taught in a classroom or in a 
job training program, The private sector can and will provide, va li- 
able employment experience for more young people, especially 
those with fewer skills, if the artificial barrier of the minimum 
wage is lowered. ' . . . . 

This is why the President seeks to restore private sector initia- 
tives, and this is why he seeks enactment of the enterprise zone 
legislation and why thp passage of the President's proposed Youth ( 
Employment Opportunity Wage Act is such an important legisla- 
tive priority. ^ ^ . 

Our proposal offers the potential for providing summertime em- 
ployment experiences and training for . youth on a large scale. 
Under our proposal, jobs would be created ih the private sector. 
Thip would ensure the integrity of the work experience; that is, 
these would be real jobs, jobs with genuine work experience, work 
experience that will help youth later when they seek adult employ- 
ment. , , , J 

The President's proposal applies to youth aged 19 and under, 
from May 1 through September 30. It would allow employers to 
hire such youth at $2.50 per hour, or about 75 percent of the cur- 
rent $3.85 per hour minimum wage. No' special paperwork require- 
ments would be imposed on employers beyond normal payroll rec- 
ordkeeping, and no new Government bureaucracy would be needed 
to administer and market the program. 

Some people argue that a youth employment opportunity wage 
would be used by employers to replace adults with youth. We be- 
lieve these claims are unwarranted. Limiting the proposal to the 
summer months makes it unlikely that employfrs would discharge 
current workers and then rehire them later. Moreover, because the 
intent of the bill is to create new jobs, employers are prohibited 
from discharging, demoting, or transferring current employees and 
replacing them with youth hired at the opportunity wage. 

We have also included a provision prohibiting reductions in pay 
below the basic $;5.;55 minimum wage for any youth age 19 or under 
who is employed at any time during the 90 days prior to May 1 

each year. . . ,, ... , 

The stringent Fair Labor Standards Act penalties of fines up to 
$1 (),()()() and prison terms up to (5 months would also be applied to 
tho.se who violate the law. . 

If the youth employment opportunity wage is enacted as pro- 
posed we estimate that about ■10(. 000 new summertime jobs would 
be created for teenagers. And if those States with .minimum wage 
laws inconsistent with this bill were to undertake similar revisions 
to their codes, as many as (i4l),l)l)l) jobs could be provided. 
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We firmly believe these jobs that would be created do not exist, 
and would not exist, otherwise. We appreciate that the youth em- 
ployment opportunity wage is an innovative and untried concept 
with possible important social consequences. But at the same tinie, 
it must be conceded tha^ thore is some uncertainty associated with 
the size of our employi Vit estimates. The effect could be much 
greater than the 400,000 lew jobs we estimated It is simply not pos- 
sible to be more precise at this time. 

Recognizing this, we have proposed that the authorization for the 
proposal expire in 1987 and that an evaluation report be prepared 
and submitted to the Congress. 

I think the country is prepared to trv this concept. I am confi- 
dent of that because of the broad-based support the measure has 
received from interested and affected groups throughout this 
Nation. 

I particularly ^'alue the endorsement of groups including the Na- 
tional Conference of Black Mayors/ the American GI Forum, Op- 
portunities Industrialization Centers of America, Inc., and the SER- 
Jobs for Progress, because these are the groups who are most 
acutely aware of the tragedy of high youth unemployment, espe- 
cially among young blacks and Hispanics. These groups, who deal 
day to day with structural unemployment, support the youth em- 
ployment opportunity wage as a potentially valuable experimental 
tool to help solve the problem now. 

We welcome their foresighted decision to support this legislation, 
and it demonstrates that with forthright leadership we can come 
together in the interest of achieving larger shared objectives. 

I iam hopeful that the Congress, too, will demonstrate once again 
a similar capacity for such leadership by enacting the Youth Em- 
ployment Opportunity Wag*^ Act of 1984. 

Thank you, Mr. Chairman, for your kind attention. We will be 
happy to try to answer any questions you may have. 

The Chairman. Thank you, Mr. Secretary. 

The Labor Department has estimated that a ^outh wage, as you 
have stated, will create approximately 400,000 new joba for youth.- 
Could you describe how this number was calculated? » ^ 
w Secretary Donovan. Yes. Broadly speaking, Senator, its based 
on the negative efi'ect that the minimum wage has on employment 
of our youth, particularly the minority youth of this Nation. 

I would turn to Dan Benjamin, who was deeply involved in devel- 
oping these numbers, for a more specific description of the equa- 
tion and conclusions we reached. 

IVIr. Bknjamin. Senator, the impact of the minimum wage on em- 
ployment is one of the most intensively studied phenomena that I 
know of as an economist. What we did was go to the best of the 
studies that have been done over the decades— and there have 
probably been 30 or 40, plus 6 volumes produced by the Minimum 
Wage Study Commission— go to the very best of those, which at- 
tempt to estimate the impact of the minimum wage on eniploy- 
ment, and take a very conservative estimate of what that impact 

would be. I /. iu i 

We then adjusted that number to take into account the tact that 
about 155 percent of all youth are in States where State laws will 
prevent their i^njoying the benefits of this law. 
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And then finally, we adjusted that figure to take into account 
that the youth opportunity wage will only apply to youth 19 and 
under. 

The Chairman. Mr. Secretary, , one of the primary concerns 
about the institution of a two-tier minimum wage is whether there 
can be proper enforcement against any abuses. Now, what steps 
have been taken or will be taken to develop an appropriate and ef- 
fective enforcement system or mechanism? 

Secretary Donovan. It's one of our major concerns, too, Mr. 
Chairman. Under FLSA we have some very strict provisions as you 
know. The responsibility for this enforcement will fall under the 
FLSA and the 1,100 enforcement pgople in the field. 

After long discussions with them, we feel that add'ng this re- 
sponsibility, although large, is one that we can handle and handle 
well. It's a rather simple program. I think the FLSA audits that 
- are being made— and, if my memory serves me, some 68,000 have 
been made last year do indicate that problems exist out there. But 
with the enforcement tools that we have, we believe we are more 
than up to the enforcement features of this law. 

The Chairman. I can appreciate the rationale for the youth em- 
ployment opportunity wage to be an experimental program, There 
is absolutely no way to be sure of the effects on either youth or 
adult employment, since such a program has never even been 
given a chance, It hasn't even been tried. 

Theoretical studies would lead Us to believe that youth employ- 
ment will increase with little, if any, adverse impact on adults if 
this approach is taken. ,, ^ 

Now, Mr. Secretary, how does the Department plan to collect the 
necessary data and conduct the evaluatioh of the youth wage ex- 
periment? , 

Secretary Donovan. Historically, Mr. Chairman, as you and the 
committee know, the primary objection to any approach that has 
been made in the past in Congress has been the displacement argu- 
ment. And I recognize that as a fear, and a realistic fear. But this 
is the first time that a proposal is being considered by the Congress 
structured only for the summertime. The structure of the program 
itself, I think, goes a long way in reducing the potential displace- 
ment problem. . , , ^, ... 

We have statistics that we can share with you and the committee 
to show that employment growth in the summertime is basically 
among youth, so that there is not that kind of competition in the 
summertime between adults and youth. . 

You asked how we would gather this data and trace it tor the 
experimental time that we propose in this legislation. We believe 
that we can formulate a system among agencies in the Depart- 
ment— ETA, ESA, and BLS-that would satisfy us and the Con- 

An example might be, as far as the Bureau of Labor Statistics is 
concerned, to add a question to the household survey, collect the 
data in the spring, summer, and the fall, so that we would be able 
to know youth employment in the springtime,' in the summer, and 
in the fall, and thereby focus in on the effects of the program. 

Tht> Chairman. I have read Mayor Hudnut's testimony. It s quite 
interesting to me. He makes a suggestion I would jUst lik^- to men- 
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tion and ask you about. Realizing that this could involve the Treas- 
ury Department and the Office of Management and Budget as 
well— and "ou may not be able to fully respond_tQ. all of the aspects 
of this— what do you think of the ideo of exempting youth receiv-. 
ing-less than the minimum wage from the income tax withholding 
provisions of the Tax Code? And what, offhand, would you see as 
the pluses or minuses of this idea from an administration point of 
view? ' 

Secretary Donovan. In our frank attempt to garner support for 
what we considered to be not the answer, but an answer, to the 
tragedy of youth unemployment, I had many discussions at 0MB 
on this subject. As a nTatter of fact, son.e substantial organizations 
out there, whose names I won't mention because they were private 
conversations,, said to me that they would gladly back this proposal 
if it was not subjected to income tax. 

I personally feel it is so important that I would personally enter- 
tain it and press for it. But at this stage of the game it is not par,t 
of our proposal. I think it's an interesting one, tljough. 

The Chairman. One of the last questions that I will ask, because 
my time is about to expire, why do you think mQre' businesses have 
not taken advantage of the 85 percent youth wage for full-time stu- 
dents? And' in your opinion, has this particular approach been a 
success at all? 

Secretary Don'ovan. Any program that puts kids to work, like 
that one, should be successful, but its success is limited. There are 
liibout 220,000 or 280,000 youth, I believe, under that program. .1 
■fhink there are 2(5,000 businesses that have been' approved to take 
part in this program. They are in-school youth, for the most part, 
Mr. Chairman. It's an effective program, but the mere fact that a 
million kids are going to be looking for employment this summer 
and won't be able to find it says that we have not done enough. 
That is why I suggest the youth opportunity wage as another tool, 
along with the Targeted-Jobs Tax Credit Program, and our summer 
youth program that again will be in effect this summer. 

It's that added tool that I think has been missing, and I hope you 
agree. 

The Chairman. Well, thank you. My time is up. 
I will turn to Senator Kennedy at this lint. 

STATKMKNT i)F HON. KDWARl) M. KFINNKDY, A U.S. SKNATOR - 
FROM THK STATK OF MASSACHUSKTIS 

Senator Kknnkdy. Thank you very much, Mr. Chairman. 

And I want to welcome the Secretary back to the committee, on 
an issue which is^I think, of enormous importance to the young 
people of this country and, hopefully, to all Americans. 
■ I must say, Mr Secretary, I remember when vou were up here in 
1!)H1 talking about the subminimum wage and the questions that 
- you raised at that particular time, questions in your own mind as 
to whether this really would put people to work, whether new jobs 
would be created for young people, what the problems were going 
to be in terms of enforcement. 

And I find it somewh'at interesting that now in 19H4, at a time 
when there is national focus and attention on the problems of 
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youth .unemployment, greater than there has been in recent times, 
you ai'e coming up here in support of a pretty shopworn idea. 

And I find it troublesome that even some' of the questions that 
you raised at that time really haven*t been addressed in the course 
of your testimony. 

In 1977, an effective bipartisan coalition in thg Senate and the 
House of Representatives v^orked out a youth employment pro- 
gram. And that has been evaluated, and it has been found to be 
very effective. 

Your own Departme;it did a review of that program and has filed 
its report, and^what it does show is that it puts. young people to 
work, it kept young people in school, dropout rates for young 
people in many areas of the country decreased in a significant way. 

Why does the administration come up heje with an experimental 
program, untried and untested, and reject programs which have a 
demonstrated track record of success and which the Department of 
I Labor itself in its evaluation have found to be an overwhelming* 
success? Why not go with the things that have work6d, even by 
your own Department s word, rather than going with this entirely 
new idea, which I daresay not only is untested, but we may get 
intp, depending on the time, what the particular problems are with 
it? Why not take something that is tried, tested, that works, and 
put^our commitment behind that, that has been worked out in a 
bipartisar way? 

Secretary Donovan. First, Senator, let me sav that our id^a 
under the Youth Employment Opportunity Wage Act' of 1984 is far 
from shppworn. In fact, it's new in the gate. It has Aever been 
before the Congress, and I think its uniqueness is that it is for the 
summertime only. The House of Represe^iatives-^^ — 

Senator Kennedy. Others find that a weakness. 

Secretary Donovan. The House of Representatives in 1977 or 
1978 only missed by a vote or two in passing a year-round youth 
opportunity wage.. The uniqueness ofit makes it not shopworn. 

You talk of this bipartisan commission. I would have to chal- 
lenge the use of the term bipartisan. Senator Kennedy. It was a 
;? • commission. I don't deny that. 

Senator Kknnedy. No, I am talking about the legislation, biparti- 
san effort, in 1977 in the Congress and in the Senate to pass that 
legislation, which has been evaluated subsequently even by the De- 
partment of Labor and found to have been effective in putting 
young people to work, in keeping them in school, and reducing the 
amount of dropout rate. 

Secretary Donovan. I .wought ypu were talking about the Mini- 
mum Wage Study Commission. 

Senator Kennedy. I, wasn't. I was talking about the youth pro- 
gram of 197'/ under the previous administration. 

Secretary Donovan. You're talking about the CETA program? * 

Senator Kennedy. No. No, I am, talking about the youth employ- 
ment prpgram that was worked out in the bipartisan way in 1977 
and which 

Secretary Donovan. Oh. 

Senator Kennedy (continuing]. Was evaluated. ^The pilot pro- 
gram.s were evaluated by DOL. Even this morning s Times pomts 
out that, "Study indicates job program improved black youth pay.*' 
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And then it went into a good story about— and obviously people 
must have been aware of this evaluation and aware of the results 
of the study which showed that this particular approach that was 
worked out in 1977 has been effective in putting people.'^ young 
people, to work, 

Secretary Donovan. Well, I think we can honestly disagree and 
discuss how effective it was. 

Senator Kennedy, Are you familiar with this report? * 

Secretary Donovan, I am, I thought you were talking about the 
Minimum Wage Study Commission, 

Senator Kennedy, No, I wasn't. 

Secretary Donovan, Now I know what you're talking about. 

Senator Kennedy, I was talking about the 1977 act. 

Secretary Donovan, That's the YIEPP,. or "Yipe" program that 

you're discussing th»;re, Senator, 
Senator Kennedy That's right. 

Secretary Donovan, It was targeted 

Senator Kennedy, Youth Incentive Entitlement Pilot Project, 
Secretary DonoVan, I want to be fair and state to you where we 

think it wa,5 effective and also where we think it was not. One of 

the primary' efforts behind that program was to keep our teens in 

school, was it not?, 
Senator Kennedy, That's right. 

Secretary Donovan, 'AV^ll, we found that YIEPP was not effec- 
tive in encouraging participants to stay in school. The school drop- 
out rate was only slightly lower in demonstration sites than in 
other areas. Despite the incentives— and this was 100 percent subsi- 
" dies to employers— most YIEPP jobs were in the public sector, A 
full 77 percent of those dollars were spent for public sector jobs. A 
very direct comparison, I think, to the CETA public sector pro- 
grams of the past;" 

The wage subsidy experiment showed that private employer par- 
ticipation—and I think that is key to getting our youth today a 
meaningful experience— the private sector participation rates fell 
from a high of 18 percent to 10 and then to 5 percent as the subsi- 
dy was reduced from' 100 to 75 to 50 percent. 

Yes, there was an indication of an increase of approximately $10 
a week in earnings, but these earnings were attributable more to 
the increased labor force participation as opposed to higher wages. 

Senator Kennedy, I don't want to interrupt, but we have a 
strong chairman here that follows that clock very quickly, and I 
would be glad to have the st of the statement in response put in 

the record, .... o * 

[Response of Secretary Donovan to questions asked by benator 
Kennedy follows: | 
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INFORMATION SUPPLIEP FOR THE RECORD, 
PAGE 28, LINE 3, IN RESPONSE TO A 
REMARK BY, SENATOR KENNEDY. 



We believe there are a number of reasons to be cautious 
about the YIEPP approach. 



o First, the demonstration wa^'not successful with ou.t- 



the dropouts. who participated dropped out again. The 
program did not result in out-of -school youth returning 



to school. There were no significant effects on dropout 
and return-to-school rates in the second year of the 
program. ■ 

o Second, the g^rogram was not effective in' encouraging 
participants to stay in school to further or complete 
their education. The drop-out rate was only slightly 
lower in demonstration sites than in other areas and 
there was no discprnable effect on sec2ondary school 
graduation or college enrollment. 



of-schooi youth. School; dropouts had a low participation 
rate to begin with (25 percent), and 46 percent of * , 




o Third, despite the incentives provided to the private 
sector to hire the youths, most of the jobs (77 percent) 
were in the public sector, Othet evidence suggests 
that subsidized employment and Federally financed work 
experience in the public and nonprofit sectors are 
not the most effective approaches to helping the economi- 
cally disadvantaged, and youth in particular, in obtain- 
ing private sector jobs later in life, ^Because of 
concerns about these approaches, public service employ- 
ment was proscribed and work experience was severely 
restricted in the Job Training Partnership Act. 

o Finally, it must be remembered that this was an intensive 
program effort limited to a relajtively few demonstration 
sites. It has been pointed out that to the extent 
that the program was successful, some of the success 
may be attributed co the "Hawthorne effect". That " 
is, major experimental efforts, involving extraordinary 
management oversight, tend to be moi^ successful than 
programs operating under normal circumstances. 

There is a great deal of data relating to the effects 
of work experience pr- jrams. The preponderance of the evidence 
does not support work experience as bei* • an effective employ- 
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ability tool, compared with other approaches. For example, 
a Supported Work Demonstration program in the late 1^70 ^s tested 
the effectiveness of transitional work programs for hard-to- 
employ persons such .as school dt'opouts, ^Although the porogram 
' did experience some limited success for long-term welfare clients, 
youth participants did not experience significant employment 
gains relative to a control group. More recently, in the longi- 
tudinal studies of participants in the CETA program, there 
has been no evidence that participation in work experience 
programs had a positive impact on the post progra'm employment 
and earnings of these participants; the data, in fact, suggest 
that work^ experience may have impaired the subsequent employ- 
ment and earnings prospects of the 'youth who participated. 



\ 



I 



23 



ERIC 



0 



J 



19^ 



Senator Kennedy. If I could just cover a couple of other areas, I 
find it difficult to understand the rationale that the private sector 
was not interested in finding jjobs for these young people when it 
was basically being subsidized by the Federal Government, and you 
believe they're going to find jobs for these people with the submini- 
mum wage. I think there's a kind of leap in logic to that. 

But let me get back to 

Secretary Donovan. I don't think so. Senator. 

Senator Kennedy. You don't? 

Secretary Donovan. I think the leap in logic is not there. Some 
of the very good programs that we have right now, and that we 
jjupport, like Targeted-Jobs Tax Credits, have not been 'as well re- 
ceived as we would like. It's better received now than before we 
came here. In 1981 there were only 200,000 yputh involved in that 
program; this year we hope to have 531,000. 

But any time that the Government is involved in a program, 
with its bureaucracy and its fjaperwork and other demands and 
other restrictions, it's tougher to market. That's the simplicity and 
the universality of this proposal of ours. 

Senator Kennedy. Yes. , ' 

Secretary Donovan. It's very attractive from-^that point of view. 

Senator Kennedy. That might be so., I don't believe it to be so. 
And we, I suppose, can argue about various studies. I would refer 
to the central city employment opportunity studies done by two 
professors from Utah. 

The Chairman. Holy cow daughter.] ^ 

You really got my attention there. 

Senator Kennedy. A significant majority of negative responses 
indicate that the minimum wage is not an obstacle to the employ- 
ment of young workers for the firms surveyed, and they show that 
83 percent reach that cohclusion. 

Let me get to another— because I will only have time now for 
really a question or two— and that is, do you support the $100 mil- 
lion summer employment program that has passed the House and 
the Senate? 

Secretary Donovan. I do. 

Senator Kennedy. And are you urging the President of the 
United States to work with the leaders of the House and the 
Senate to try to see if there can't be immediate action on that pro- 
posal? 

Secretary Donovan. Let me say. Senator, when I recognized in 
January of this year that this year's Summer Youth Program 
money, although the same amount of money, $712 million, was 
being distributed on a different formula, thereby helping rural 
cities but hurting major cities, I notified this committee ^ind the 
committee in the House that in my view it had to be corrected. 

So I was on record very early in that area. I know the purpose of 
the question that you're asking. When the President the other 
night was asked that question, he said he wanted both. And I can 
only requote him. He does want both. 

The Chairman. Your time is up, Senator Kennedy. 

[Thfe prepared statement of Senator Kennedy follows:] 
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Prkparki) Statkmknt ok Sknator Edward M. Kknnkdy 

^When Secretary Donovan appeared before this committee in March 19H1, he 
called'for a broad based youth employment strategy and refused to endorse a youth 
subminimum wage proposal until all the questions about its fairness and effective- 
ness were an^iwx; red. 

Today, after young Americans have borne the brunt of the Reagan recession and 
he has presided over a major reductions funding for youth employment programs, 
he is back to endgrse a recycled subminimum proposal whose ^sole justification ap- 
pears to be the approaching election. 

Nothing has happened in the past three years to justify the revival of this shop- 
worn idea. v> . n • 

*The Youth subminimum panadea is a blunt, untargeted instrument that will nei- 
tfier solve our youth unemployment problem nor benefi* the inner city youth .vho 
are most in need of assistance. . • • 

Since Congress has repeatedly rejected a subminimum wage because it ig- 
nores the real causes of youth unemployment, and because it violates the basic prin- 
ciple of equal pay for equal work- ,. t 

The Administration says its plan will create 400,000 new jobs but offers little evi- 
dence to liupport that claim and no comfort to the thousands of a^t workers whose 
families would pay for this experiment in market management. ^ 

The truth is that supporters of the youth subminimum are opposed to any mini- 
mum wage for any American workers— whether thev are young or old, male or 
female, black or white. As usual, the Administration s main concern is incentives 
for employers rather than equity and real job opportunities for our disadvantaged 

youth. • ,1 * r 

But years of experiment and study has shown time and agam that no amount oi 
wage subsidy— not even 100 percent—provides sufficient incentive lor many employ- 
ers to lend a hand and provide job pi ospects for the hard core unemployed. 
* No one denies that the subminim 'm proposal will reduce the wages -and threaten 
the job security of currently empk ed adult workers^ So I at least expected a new 
approach to enforcement in order close this clear avenue for exploitation. ' 

Yet we have no nov^l approach, ot one new investigator will be appointed in an 
agency whose investigative staff h < been cut by 20 percent since IDHband where 
noncompliance with the law is the rule, not the exception. Even the Department 
admits that nearly two-thirds of "the employers it currently investigates are found to 
violjite the law. Our inability to stop violations today strongly suggests we will do 
even worse if we adopt this open invitation to pit worker against worker. 

Youth unemployment is'one problem that a decade of experience has taught us 
something about. We know that principal causes are deteriorating inner city labor 
markets, poverty and discrimination. We know the solutions are better education 
and more training and work experience that provides the motivation to continue 
working. And we also know that the problem cannot be solved on the cheap. 

I wish that just once this Administration would propose a solution to some prob- 
lem that didn t involve reducing -protections for workers and whos^ main virtue is 
that it won't cost anything. . 

Five years ago we were well on our way to winning the war on youth unemploy- 
ment. In 1977, a bipartisan coalition in both Houses of Congr^s passed landmarkr 
legislation for programs to train and employ young people. 

One of the most important was the youth Incentive Entitlement project, a demon- 
stration project which offered jobs to poor youth if they stayed in or returned to 
school. It was carefully studied and the results were dramatic: employment in- 
creased by 70 percent, the school dropout rate declined by 12 percent, and the 
number of youth returning to school to complete their education increased by tM 
percent. In addition, the private sector provided jobs in unprecedented numbers and 
hired a number of these young trainees after they left .the program. 

But the 1980 election signaled the end of these very successful efforts. While 
youth unemployment has skyrocketed, our efforts to combat it have dwindled to a 
trickle. Today we are spending a little over half of what was t^ua^^^^a Joj^j; y^^F^. 
ago and even less than we were spending during the last year of the Ford Adminis- 

^'^(lorigressman Gus Hawkins and I have introduced legislation that woule^ build on 
the successful experience of the 1070s. It would mean jobs for one mi lion unem- 
ployed teenaj^ers who would, in return of this opportunity.'stay in school and learn. 

And right now a $100 million summer jobs program that would work thus summer 
is being blocked because the Administration refuses to compromise on covert aid to 
Nicaraguii. These programs provide n real way to give kids a chance in this society. 
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fiLike most issues, youth employment is simply a matter of priorities. 

President Reagan had a clear opportunity to choose between proven programs and 
unproven economic theory. He has unfortunately chosen the latter' and America's 
young people will be worse off as a result. 

The CHAiitMAN. Senator Quayle. 

Senator Quayle. Thank you, Mr. Chairman. 

I want to congratulate the Secretary and also :he administration 
for corning forward with tl. ^ proposal. I do think'it certainly is arT 
idea that warrants our attention. It in^any respects represents a 
new idea and one that no administration before had put forth and 
supported. It has been a concept that has been talked a lot about in 
economic circles, but this is the first administration Bnd you are 
the first Secretary of Labor to endorse this concept. And I con- 
gratulate you for doing it because I thirdc it shows a definite con- 
cern with the youth unemployment piomem that we certainly find 
ourselves v/ith today. . 

Just a moment ago you said that the.targeted-jobs tax credit had 
not been well received but it s being well received now. Does that 
mean that you are now or continue to be very impressed with this 
program and that the future of this targeted-jobs tax credit pro- 
gram ought to be with us for a long period of time, with the double 
enrollment, I believe, that you pointed out? Or do you still see 
some problems with that? 

Secretary Donovan. Well, when I saM it wasn't well received, I 
think the facts bear it out^ Senator. It wasn't marketed well in the 
early stages and then when it was marketed, there were some con- 
ditions in the law that apparently the private sector felt weren't 
worth living with to get the tax credits. 

But marketing was a major problem, and we have marketed it 
strongly at the Department of Labor and that's why you see the 
increases from 200,000 participants in 1981 to 530,000-some this 
'year. 

I am a stfong proponent of tliis program and I just hope' it goes 
on, and I hope the Congress extends it for several more years. 

Senator Quayle. OK. So we have the targeted-jobs tax credit. We 
also have the summer youth employment 

Secretary Donovan. Yes, sir. 

Senator Quayle [continuing]. Which you are a strong proponent 
of. So we have got two programs that deal with summer youth. 

Secretary Donovan. And if I can add another one 

Senator Quayle. Yes. . % ^ 

Secretary Donovan [continuing]. That we're very proud of in the 
administration has been the effort of this administration in 
summer youth private sector involvement. We hear a lot about. it, 
and some say its oVerly stated, but in the summer jobs program it 
isn't. As an example, in Manhattan last year, through the involve- 
' ment of Citibank and several insurance companies, they placed 
21,000 of our youth, at' no cost to the Federal Government, into 
meaningful summer jobs. And that's being done across this coun- 
try, and it s another important thrust. 

I think the President showed bin pride in that by the Rose 
Garden appearance of 125 executives from across the country who 
are participants in that {itogram and will be again this summer. 
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Senator Quayle. So the private sector participation would be a 
third program as such 

Secretary Donovan. Yer. . . , , . -^l • 

Senator Quayle [continuing]. That were involved in with the 
summer youth. So therefore, you could say that this Youth Em- 
ployment Opportunity Wage Act would be a fourth major program 
directed toward summer youth, fe that correct? 

Secretary Donovan. There are even more. There are others m 
the Department of Education, as you are aware, and the Depart- 
ment of Agriculture. But, yes, it's 

Senator Quayle. Within the Labor-; — 

Secretary Donovan. The fourth major one 

Senator Quayle. The fourth major one. 

Secretary Donovan. In addition to the 

Senator Quayle. This would be the fourth major program. OK. 
What group of kids or young people are the other three programs 
not taking care of? I mean which group is falhng through the 
c r£icks? 

Secretary Donovan. Well, take the Targeted-Tobs Tax Credit as 
an example.- It is limited to 16- and 17-year-old!i. As you know, it is 
also for thfe summertime. It is again the targeting and other re- 
strictions that make the pi'ograms, I think, less successful than 
they ordinarily could be. ., ♦ 

Senator Quayle. This program is also targeted in the summer, 

though. , , in ,. 

Secretary Donovan. Summertime only, 16- to 19-year-olds. 
Senator Quayle. But it's still targeted as far as just in the 

summer. . ,. c t. ^ 

Secretary Donovan. I think the major difference here, benator 

^ s7nat^rQuAYLE. So you're f6cusing on the 18- and lO-year-olds 
then, is that more so? What I am trying to get— and I don t have it, 
and I didn't get it in reading your testimony— in, what group ot 
people that are presently not baving employment-and I mean it 
has got to be a fairly narrow group that we have to be going alter 
because this is a fairly narrow program and it s only going to be 
during the summer and it's going to be the age thing-and l am 
just trying to figure out which group of people do we feel that are 
not being served or have the opportunity with the other programs/ 

Secretary Donovan. Well, it^s all of them. I mean it s like a net, 
and a net inside a net, trying to give opportunity to all ot the teen- 
agers from 16 to 19 during the summer months. 

The difference here is I truly believe that there is not an inex- 
haustible amount of jobs, out there. There are jobs that are not 
being done because the minimur ' ..age precludes them trom Demg 
done from an economic point of view. The judgment is that of the 

^Tam Convinced that these are, for the most part, new jobs. Sena- 
tor Quayle, open to any of those youths that we re targeting. There 
are a million kids who are going to be looking for work this 
summer who are not going to be able to find it, mainly blacks and 
Hispiinics. 



27 



23 

Senator Quayle. Would you say that the group that you would 
like to most serye would these be kids that are out of school or 
would these be kids that are in between school? 

Secretary Donovan. For the most part, 1 would have to presume ' 
they would be kids in between school. These are summerfime part- 
time type jobs. 

Senator Quayle. So you would be saying that this program 
would be tarf s d more to the kids in between school? 
Secretary Donovan. Yes. 

Senator Quayle. And that's how— then that would be the 
reason— that was my next question, on why the age 19, because 
that's who you're trying to focus on are the kids in between school 
rather than the ones out of school? 

Secretary Donovan. Yes, but the law is simple and universal. 
We're not restricting the program to youth who are between school 
years. 

Senator Quayle. Yes, I understand that. But what I am trymg to 
get ia my mind exactly is on who specifically are you focusing on. 
That also makes sense than just having it, if that's goin^ to be who 
you're after, to just have it during summer, not have it for year- 
round if you're just after the ones that are in between school. 

Secretary Donovan. The other major reason for the summer is 
the displacement argument. Senator, yfe think we have a unique 
approach to the displacement problem, by structuring it in the 
summertime. 

Senator Quayle. Thank you, Mr. Chairi^ian. 

The Chairman. Thank you. 
. Senator Thurmond. 

Senator ThurMond. Thank you, Mr. Chairman. 

Mr. Secretary, it is my understanding that this would really be 
somewhat of a pilot program. We'd try it out for 3 years and see 
how it works. If it did well, then the Congress could choose to 
renew it. Is that correct? 

Secretary Donovan. That's correct. Senator, yes. 

Senator Thurmond. Now, I was impressed that the National 
Conference of Black Mayors endorsed it, and the American GI 
Forum, QIC, and SER, they've all ^n-^orsed it, I believe. 

Secretary Donovan. They have, sir. 

Senator Thurmond. It is my understanding that under this bill 
it would be against the law for an employer to discharge a regular 
employee in order to lake on a person under this program. 

Secretary Donovan. That's absolutely so. Discharge, or demote 
or— what are the other^ words? 

Mr. Benjamin. Excuse me, Senator. ''Discharge, transfer, or 
demote." would all be prohibited. 

Senator Thurmond. Discharge, what? 

Mr. Benjamin. 'Transfer or demote." 

Senator Thurmond. OK. Now, you've indicated that the number 
of jobs created by S. 2687 would be greater, I believe, if those Staties 
with minimum wages adjusted their minimum wages to reflect the 
subminimum wage provided in S. 2687. Do you believe these States 
would follow the lead of Congress? , . u o . 

Secretary Donovan. I would hope so, and thats why, benator, 
we want a 3- or 4-year program, so that if we can prove that we are 
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correct that this is creating jobs, it would seem to me sensible for 
the States to reassess their own minimum wage laws. 

So I woul4 hope that if we prove, it a success, that would happen. 
•And if it does happen, our numbers say it would increase 'from 
400,000 to 640,000 jobs per summer. 

Senator Thurmond. 1 have favored this idea for several years, 
under previous administrations, too. And it seems to me that it s 
an imaginative program and one ihat provides an opportunity to 
give work to these young people who might not get it otherwise. I , 
see no harm it could do, and maybe a great deal of good will result 
from its passage. 

Secretary Donovan. Thank you, sir^ We feel the same. 

Senator Thurmond. Thank you. 

•The Chairmaj^. Well, thank you, Mr. Secretary. We appreciate 
your coming, and we appreciate having your associate with you, 
and we appreciate the testimony you have given here today. 

Secretary Donova-n. Thank.you, Mr. Chairman, and members of 
the committee. 
Senator Kennedy. Mr. Chairman. 
' . The Chairman. Senator Kennedy does have one additional ques- 
tion. , , 
Senator Kennedy. Just a few. I will try to get through them 

quickly. A . c- A- 

Mr. Chairman, I Vould like to ask consent that the findings on 
the youth entitlement demonstration, which reaches the conclusion 
that youth entitlement had a parked impact on the employment 
rates of youth, an increase of 88 percent over what it v,'ould have 
been in the absence of the program, employment increased most 
dramatically for black youth, the groupmost burdened by a Jack of 
job opportunities; employment rates were also particularly high tor 
the younger teenagers in the program— it showed that in the 
younger people in the program, employment during tbe school year 
for these teenagers increased at a rate of 115 pt. .:ent— I would like 
to have this document included in the record. 

And we will let anyone review those conclusions by themselves 
to find out whether thtit program has been effective or has not 
been effective. 

The Chairman. Without objection, we will place it in the record 
at this point. 
[Material HU[)pli(.'d follows:] 
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MANPOWER DEMONSTRATION RESEARCH CORPORATION 

3 PARK AVENUE . 

NEW YORK, NEW YORK 10016 

TEL-: 212-')32-3200 

FOR RELEASE; JUNE 18, 198A 

CONTACT: SHEILA MANDEL 



MAJOR YOUTH EXPERIMENT YIELDS 
SIGNIFtCAMT POST-PROGRAM RESULT S 



Positive I post*- program employment results were announced today for 
this country^'a largest test of a jobs program for low-income youths: the 
Youth Incentive Entitlement Pilot Projects (YIEPP). In a massive attempt 
to re.ducG youth unemployment,, the bold $2A0 million experiment — the 
centerpiece of the Youth Act of 1977 — guaranteed jobs to all youths who 
" wnnted them. After « highly promising operational period, the major 
. unanswered question was whether the program would ha\*; any longer-term 
' effects on the youths' labor market activity. 

r 

''"The solid improvement in the youths' earnings and employment in a 
period < after program operations had ceased is evidence that Youth 
. Eutiitlement's approach was an effective one," 8ai4 Barbara B. Blum, 
President of the Manpower Demonstration Research Corporation (MDRC), the 
nonprofit organisation conducting the research on the program. "These 
results — and the experiment's emphasis on providing work experience paid 
at ihe minimum wage -r have speciaT national significance today, a time 
whea youth unemployment rates continue to rise, especially for black 

yout|is •" 

• i 

i 

i 
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"This finding is • particularly important/* laid Dr. Judith Gueron, 
Executive Vice-Pre«ideuc a^id Beeearch Director, "because the demonstration 
also produced data .showing that minority youths want to work. Job 
shortages aiwt discrimination are more likely reasons for their current high 

unemployment rates than a lack of motivation," 

t 

In commenting further on the importance of Youth Entitlement's 
^findings to policy, Dr. Gueron pointed out that work experience — as a 
result of this demonstration — had gained new validity as an effective 
technique to help prepare in-school youtha for the Ubor market. "While it 
had declined in popularity as a strategy for youth programs over the last 
several years" she said, "we now have new evidence that work experience ii 
an approach of value.. . Providing part-time work to economically 
disadvantaj.ed high school stud^i b can help this group make a successful 
transition from school to productive work. Witht)Ut it, .their short-term 
prospects arfe substantially more limited." 

Among the key findingfl announced^ in the report released today. The 
Post-Proaram Impacts of the Youth Incentive Entitlement Pilot Projects, and 
the enclosed MDRC summarization of the demonstration's finding, Lcaaopa 
from a Job Guarantee , were the following: 

• A job guarantee was successfully delivered to all low-income 
youths who wanted to work. This required job creation on a 
very large scalu 
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Participation rates were unusually high, confirming that 



disadvantaged minority youths have a 'strong interest in 



working; 



• Employment and earnings gains were exceptionally large during 
- the operational period and continued at substantial levels 

during the post^^program period; and 

• The private sector supplied jobs at a level' never before 
obtained in 'a youch employment program. 

Building- on this experience, Ms. Blum announced the start*-up of ■ new 
MDRC demonstration. ^^Through Youth Entitlement) ve learned that a large 
segment of low-income youths can benefit frotn good quality jobs as they 
continue school," said Ms. Blum. '*We now need to determine what may aaaiat 
.another important group of unemployed youths: 'tchopl drppouta. They» too» 
want to work, but need help beyond that which Youth Entitlement vaa 
designed to offer. Prior research has suggested that comprehenaive 
programs combining work with training and remedial education say better 
prepare dropouts for jobs than a single approach." 

JOBSTART, the new program for 18- to 21-year-old school dropouts, 
begins this month in a pilot phase and is the centerpiece of a conference 
held in New York thie week. Drawing on Youth Entitlement, it will teat a 
new linkage between education and work. "The needs of the dropouta are 
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diverse," said Robert Ivry, Vice-^President of Operations, "and their 
problems are of serious proportion*. Effective solutions must be developed 
to direct this critical group back into the m'ainstream of employment 
opportunities. In an environment of limited resources, the. first step is 
to examine the practices and policies of existing programs in order to 
develop the best possible model ti, test." The National Alliance of 
Business is working with MDRC in this task. 

JOBSTART is supported by a consortium of national foundations, ttch of 
which is deeply concerned with the problems of persistently high dropout 
rates, illiteracy, and the employment deficiencies of older school 
dropouts. Planning and Vxploratory work were conducted under grants from 
The Rockefeller and The Ford Foundations, with the William and Flora 
Hewlett, the Charles Stewart Mott, and the Aetna Life and Caau<»lty 
Foundations supporting the current activities. As the demonstration 
progresses and the pace of the research intensifies, other foundations have 
expressed an interest in providing support. 

In contrast, the Youth Entitlement demonstration, which operated 

between early 1973 and mid-1980, was a federally-funded experiment, 

I 

mandated by Congress as part of the Youth Act of 1977 . As 'this country', 
first test of a job guarantee for youths, it was a marked departure from 
even the large-scale summer jobs program traditionally offered to youths. 
Youth Entitlement sought to discover if a guaranteed job offer (part-time 
during the ochool year and full-time during the summer) would improve the 
employment rates of 16- to 19-year old low income youths, not only while 
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they attended school, but in the future as well. The job offer was tied to 
the requirement that the youths return to, or remain id, school and 
progress toward a high school diploma or equivalency degree* 

The U.S. Deparn.,«nt of Labor had overall responsibility for the 
dccor.stration, and contracted with MDRC to supervise operations and to 
conduct a major research effort on the program^s implementation and 
effects. MDRC is a nonprofit organization established 10 ^yesrs ago to test 
alternative approaches to the solution of social problems in this country. 
Its aim is to carry out carefully managed research demonstrations which 
evaluate, in a rigorous manner, the feasibility . of . proposed new programs 
and their short- and long-term ef fectiveneas. Under its supervision, over 
76,000 youths held Entitlement jobs in 17 different areas of the country, 
including large cities such ar Baltimore, Boston, Cincinnati, Detroit, 
Denver and Seattle — and rural areas (for example, 19 counties in 
Mississippi, northern Florida , Steuben County, New York). 

I 

*■ 

The demonstration was designed against a background of serious and 

r 

increasingly negative trends for the future of minority youths iti the labor 
market. During the past 25 years, the employment rate' of black teenage 
males' — which was roughly equal to that of white youths in 1955 — had 
been reduced by half (see attached Figure I). The pattern for black 
teenage females, while different, was equally serious. An il percent gap 
in employment , compared tp \:he rate for white teenage females , had more 
than doubled by 1981, as minority female youths failed to share in the 
employment gains of white teenagers. Thus, Youth Entitlement's two major 
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objectives — to alleviate the inmediate high unemployment rates, and to. 
improve the long-term employment outcomes of disadvantaged youths held 
promi&e of not only helping a large segment of unemployed youths, but of 
yielding important information on the background and causes of youth 
unemployment • 



The focus of the report released today, prepared by Abt Associates 
Inc. under subcontract to MDRC, \fi the analysis of the youths employment 
outcomes at a point after program operations had ceased. This part of the 
research has long been awaited as the culminatimi of an intensive 
exaiqinat ion of the program and of a large sample of eligible youths in the 

^ 

demonstration and matched comparison areas* This sample was interviewed at 
program start-up aitd followed over the course of the demonstration, a 
transition year, £nd a short post-program period. 



**It was no STirprise,** said Dr. Gue.ron, "that there were strong, 
positive employment increases' during the operational period* However, the 
magnitude of these gains, especially for the younger hladfk youths, 
surpassed expectations. Youth Entitlement clearly met its short-term goal 
of increasing employment in the areas where the demonstration operated." 

The ficiidings below, ^which are sunnariz^ in the attached Ta^le 1, 
highlight the program^s operational success; 



• In areas when Youth Entitlement opeiste'i, the employment rate 
during the school year grew from 21.5 percent in comparison 
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TABLE 1 

THE YOUTH IHCQiTIVE ENTITLEMWT PILOT PROJECTS 
tMPACTS ON YO"TM EMPLOYMEH T DURING TKE OPERATIONAL PERIOfi 

PERCEWT OF^ ELIGIBLE YOUTHS EHPLOYED 
, IN PROGRAM AND COMPARISON %1TE8 



' COHPARXSON 
o SITES 



PROGRAM 
SITES 



DIFFERENCE 



INCREASE 
i — 



pyMOHSTRATION AVERAGE 
ALL SAKPLE Y0UW8 

YOUTHS 15 TO 16 YEARS^OLD 
AT PROGJIAM START-UP 

BLACK YOUTHS 

WHITE YOUTHS 



24.6 

22.1 
21.1 
31.2 



41.2 

40.7 
41.3 
37.4 



4 16.6 

f 16.6 

f 20.2 

f 6.2 



6BX 
64X 

20Z 
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s yHOOL-YEAR AVERAOI 

ALL SAMPLE YOUTHS 

YOUTHS 15 TO 16 YEARS OLD 
AT PROGRAM START-UP 

BUCK YOUTHS 

WHITE YOUTJIS 



jia.4 

17.3 
29.4 



40.3 

39.6 
40.7 
37.0 



4 18.9 

4 21.2 
4 23.4 
♦ 7.6 



8BX 

115Z 
135X 
269; 
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sites to 40*3 percent in the program sites, an increase of 88 
percent. The rates fo^TThi^V^ young group and black teenagers 
increased even more sharply, by 115 percent and 135 percent, 
respectively, over the rates observed comparison areas* 

» 

• The largest effect — a 179 percent increase — was found for 
black females, the 'group registering the lowest employment 
rate in the absence of the program* 

Thus, as seen in the table, ' Youth Entitlement eliminated and even 
reversed the gap between black and white youth employment rates. The 
employment of black male youths became equal ^,to that of white youths, and 
the employment of black females increased to a one-third higher rate than 
that of white females. 

/> 

"Despite these strong gains," said Ms. Blum, "it was critical to see 
if any of these increases could bp sustained in a post-operational period, 
particularly because previous research had shown that work experience alone 
does not improve the longer-term pmployability of youths. In this report, 
there is strong evidence that it can. The earnings increase in the 
operational phase persisted on into the post-program period at a 
statistically aignificant leVel." 



The sample used in the post-program anslysis was made up of black 
youths, aged 15 and 16 at program start-up. The young sample was usc.i to^ 
approximste a group which would have the opportunity to participate in an 
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ongoing Youth Entitlement progrwt- BUck youths were selected because this 
group formed three-quarters of ivhe total sample and because the problem of 
high black unemployment rates has particular policy significance. 
0 , 
Table 2 shows the average weekly earnings of youths in the program and 
the earnings of a similar' sample of youths in comparison areas where Youth 
Entitlement was not offered. During the period of full program operations, 
there were statistically significant and large increases in average 
earnings of about $10 to $13 a week. During the post-program period, that 
increase remained almost constant at $10 ,49 per week (or $45.41 per month), 
an almost 40 percent increase over the adjusted earnings of youths in 

comparison areas. This is a very sizable effect for a youth jobs program- 

1/ 

The following findings amplify this important post-program result: 

• The increase^ in post-program earnings translates into a $545 
average annual increase in earnings per program-eligible 
youth. In addition, sinfce this gain averaged over all 
eligible youths, including those who never participated and 

/ worked in Youth Entitlement, the figure is higher when 
estimated for participating youths. For those youths, „the 
increase was $7^^7 per participant. 

• These positive earnings were primarily caused by higher 
' " * dnployment rates in the sites where Youth ^Entitlement had been 

offered, although more hours of work and slightly higher wage 



THE YOUTH INCENTIVB ENIiTlBKEMT PILOT PROJECTS ' 

IMPACT ON AVERACE WEEKLY KARWING3 >0K BUCK YOUTHS 
PURIWG AHD AFTER PKOCBAM OPERATIONS 



AVERAGE BARKINGS PER WEEK 



SCHOOL YEAR 

1978- 79 

1979- 80 

1^0-81 
^ (Ph«ie-Ottt Yor) 

Fall 1961 

(Potc-Progrwi Period) 



COMPARISON 
SITES 



$7.14 
$18.42 
$22.71 

$^6.72 



PROGRAM 
SITES 



$98.63 
$29.02 
$33,23 

$37.20 



DIFFERENCR 



$11.49 
$40.60 
$10.52 

$10.48 



=^ 

INCREASE 



16 IX 
58X 

39X 



Source: Farkat, George; Olteit, Randall; Strowadotf er, Ernst W; 8harpe« Linda C; 8ki<kore, Felicity; Saith,. 
D. Alton. Poit'-Prbfcra a laoacta of Tha Youth Inceptive Entitlement Pilot ProUcta . New York: MDRC 
1984; 
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rates also contributed to the increased earnings. 



' • Consistent with theae findings, Youth Entitlement increased 
the labor force participation and decreased unemployment among 
the target group population. 

"Another impoitant goal of the program," said Df. Gueron, "was to see 
if the job offer would serve as an incentive to draw oul-of-school youths 
back to an acceptable educational program and reduce the dropout rates of 
youths currently in school. However, the research found no evidence that 
Yoath Entitlement had either increased school enrollment or graduation 
rates, or reduced the firopout rates of the young black sample. While 
interim reports had projected more positive schooling results for the full 
.sample (which contained small numbers of white and Hispanic youths), these ^ 
outcomes were influenced by atypical couditiou' prevailing in one of the 
comparison si^es. When the effects for this site were discounted, the 

positive 8chool-..ig effects did not hold up. i 

/ 

^'Nevertheless," continued Dr. Gueron, "the school enrollment' and 
perfv^rmance requirement attached to the job offer probably served to 
minimize the potentially adverse effects of an employment program, /which in 
some cases can cause youths to drop out of school to obtain jobs." 

Iti reflecting on the entire research program connected with Youth 
Entitlement, Ma. Blum noted that the dismonstration h&d not only answered 
questions on the effectiveness of a job guarantee, but ^t also provided 

/■ 
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important new ii )nnation on the nature of the youth labor market and the 

r 

design of youth programs, in general. She cited the following findings as 

J: 

particularly critical ones; 

.. -s 

• Unusually high participation rates t which suRgest that when 

i 

jobs are available, lov^income youths are eager to take them. 
Eligible teenagers joined the program in unexpectedly large 
numbers > even though school enrollment , good performance and 
school attendance were re(^uired« Fifty**six percent of the 
youths had worked in a program job by the demonstration's end. 
Of those who heard of the program, four out of five enrolled. 
Participation was highest for the young black sample, among 
whom 73 percent enrolled aud held a job. 

r # Large-scale lob creation is feasible, to the point that in 
Youth ' 'ntitlement^ the delivery of the job guarantee posed few 
problems. The Entitlement story was one of conaidtrable 
managerial success. Operated by the then CETA system»«i prime 
sponsors had little difficulty — after a short start-up 
period — in providing a sufficient number of high-quality 
jobs. A total of 45 million hours of work was delivered to 
76,000 youths by almost 11,000 employers. 

• The cooperation of the private aector can be g^ained in a jobs 
program for disadvantaged YouthSr Private finns could receive 
a full wage subsidy in the program, and large numbers of them 
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offered jobi. Their number! iucretsed over the demonitration 
so that about 55 percent of all Entitlement work sponsori were 
private businesses. However, most of these firms were small 
ones and could employ only one or two youths st a time, 
meaning that in any large-scale program, the public sector is 
'^critical iu the job development task. 

i Meaningful work positio ns, which arp ^ot "make-work." c»n b^ 
. aubplied in larac outntities, Ovei;, 86 percent of the Youth 
Entitlement jobs were found 'adequate or better in * special 
study of quality conducted by MDRC. Four out five sponsors 
found the youths' work valuable to their agencies or firms, 
and at nine out of ten worksites, youths were satisfied with 
their jobs. One-fifth of the youths were subsequently hired 
by the private firms orginally sponsoring them in the program. 

9 While a iob guarantee will have the most dr«n»tic ftfect 9|i. 
Pfnnl^vmpnt rates, the Entitle m ent approach csn be implemented 
as a fixed ftlot. limited-budget program. The achool- 
conditioned work experience program was operated on a reduced 
scale during s transition year between the demonstration and 
the post-program period. Over 22,000 youths received jobs as 
they continued to attend school ana"meit other program 
requirements . 

, ^ lob guar i>nfpp, or a school- conditioned I9h« Proftran on ». 
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slot-level baeiB. can be relatively inexpensive to operate * 
The cost of keeping a participant in the Youth En*-itlement 
program for one year averaged $4,382 across the 17 sites. 
This is. the same' cost as that of operating a typical youth 
employment and ti;aining program during fiscal year 1980, and 
substantially less than the costs of other progt'tois funded 
under the Youth Community Conservation and Improvement 
Projects, the Young Adult onservation Corps and the Job 
Corps, which also operated during thia period. Implementing a 
nationwide, targeted job guarantee would cost between $1.6 and 
$1.8 billioi\ a year in 1980 dollars. 

The research also concluded that a similar job guarantee, operated 
today, would probably have larger effects on the target population. The 
Youth Entitlement demonstration was conducted in a period in which an 
exceptional number of alternative youth employment and training programs 
were operating. Entitlement's evaluation design could not be isolated from 
this environment. Comparison site youths were employed in other special 
programs, which themselve'^ may have had positive effects. Thus,, a youth 
Entitlement program would probably have stronger impacts under current 
conditions. 

"However," said Ms. Blum, "we must not forget the importance of 
conducting more research on alternative strategies. While quality work 
experience — without skills training and systematic educational enrichment 
— has a positive impact on subsequent employment and earnings for youths 
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who V have attended school » this does not mean that graining and other 
programmatic, approaches are not also useful, Ve must consider the 
educational and other deficits of youths » which should be corrected in some 
way. Unfortunately, the amount of hard evidence on appropriate pro- 
grammatic strategies is extremely limited* It is for this purpose that we 
are unaertaking JOBSTART for the smaller, but critical, older school 
dropout population,'* 

I 

Dr, Gueron echoed this viewpoint , but emphasized that large numbers of 
youths could be helped by the combination of work and schooling offered in 
Youth Entitlement. "The achievements of Youth Entitlement stand as 
evidence against a complacent acceptance of the deteriorating employment 
situation facing most poor youths. The shortage is jobs, not motivation, 
and it is possible to reverse this in a way that will not only increase 
short-term equity, but yield longer-term benefits as well." 
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Senator Kennedy. Mr. Secretary, how many States would hkve 
to change their laws, minimum wage laws, in . order to be able to 
fake advantage of this program? / !'r 

Secretary Donovan. Well, it breaks down into about four catego- .{Vv 
ries. Senator. 

Senator Kennedy. Well, I understand some 2*5 States would have 
to change their laws. 
Secretary Donovan. Twenty-six would not have to. 
Is that not 

Mr. Benjamin. That's correct. 

Senator Kennedy. Well, more than 2*5 have to. 

Secretary Donovan. No. There's another category. If I can find 
it, I can read it right off. 

Senator Kennedy. Well, let's just say 20— because I am under a 
lot of pressure in terms of time— there are 20 States that have to, 
at least 20 that have to change their laws. Am I correct? 

Secretary Donovan. Thirteen States have laws that would limit 
YEOW's effect— limit, not exclude it. Twenty-six States have no 
laws, or laws tha' aid allow YEOW; 11 States and the District of 
Columbia have laws that would virtually prevent YEOW from 
having any effect. Eleven States, and the District of Columbia, Sen- 
ator. 

Senator Kennedy. Well, do- you realistically think that those 
States are going to be able to change their laws now at the end of 
June to be able to take advantage of this program? 

Secretary Donovan. Well, that's why we have given you two sets 
of numbers with the given law. 

Senator Kennedy. So isn't the answer to that, ''No"? 

Secretary Donovan. No, with the law as it exists. 

Senator Kennedy. Is the answer, "Yes**? 

Secretary Donovan. We will produce 400,000 jobs this summer 
under present State law if you pass this legislation. 

Senator Kennedy. And what is the justification for that? Now, 
don't turn to your aide; just give me what the justification for that 
is, 400,000? 

Secretary Donovan. Well, I see you turning to your aides all the 
time. [Laughter.] 

Senator Kennedy. That's right. And you're up here to try to jus- 
tify the program. 

Secretary Donovan. If you want to talk to your aides, you go 
ahead and do tha^. 

Senator Kennedy. Well* just give me the answer for 400,000 jobs. , 
That's a key element. You say that youVe got the information to 
be able to do that. 

Secretary Donov/ n. Well, before you came in, we testified to 
that question from the chairman. 

Senator Kennedy. Maybe you can tell me now. Maybe you can 
tell me what the justification for it is.' 

Secretary Donova* . Let me use the justification of what you 
called, or somebody called, a "bipartisan'' commission, the mini- 
mum wage study 

Senator Kennedy. If you would get the testimony here before, we 
wouldn't have to rely on our aides anymore, Mr. Secretary. There 
is a law of this committee to get your testimony 24 hours before, 
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and I have to take time to read through testimony. And when it's 
just arrived here at th<^tart of a heariug, we have to rely on our 

Secretary Donovan. I am told it was brought up on Friday. 
The Chairman. It was here on Friday. 
Senator Kennedy. Friday when? 
The Chairman. Friday eveijing. [Laughter.] 
• Senator Kennedy. All right. Can you answer the question.' 
Secretary Donovan. Friday when? 
Senator Kennedy. Yes. 
Secretairy Donovan. I don't know. 

The Chairman. Let's let the Secretary answer the question. 
Secretary Donovan. We have answered that question for Sena- 
Senator Kennedy. What time Friday or what time Friday? 
[Laughter.] . " 

Go ahead. ' o i. o 

■ Secretary Donovan. Are you serious about an answer, benator/ 
Senator Kenni5dy. I am. Have you got one? . ' p 

Secretary Donovan. Let's forget for a moment the production oi 
numbers as it comes out of this Labor Department, because you 
seem to be quite skeptical about them. The Minimum Wage Study 
Commission that was appointed by President Carter was called bi- • 
partisan" but it wasn't. It was the Secretary of Labor, Secretary ot 
Health and Human Services, and Agriculture who ;Came up with 
this conclusion. On page, I believe it s 48, of that conclusion, they 
said that, "A reduction of 25 percent in the minimum wage would 
produce anywhere from 150,000 to 350,000 jobs." This estimate has 
nothing to do with us. We project 400,000. I think bpth are very 
substantive numbers. . , , i 

Senator Kennedy "''jH, you just said it might be as low as 
L50,000. How do yc ,i ify the additional 250,000? I mean where 
do you draw that? Jut,t out of the air? . , - ' r *.u 

Secretary Donovan. No; we did an analysis of the impact of the 
minimum wage from 1950, and found that a key factor was the in- 
crease in coverage to include 83 percent of employees under the 
minimum wage rather than increases in the minimum wage. 
That's where there was a direct relationship. You can chart it just 
as simply as a schoolchild. As those employees were incorporated 
under the act, minority youth unemployment grew. 

The number of new jobs that would be created, as I said in my 
testimony, would be about 400,000. It could be slightly less, but it 
certainly could be more. , • u i 

Senator Kennedy. Well, Mr. Chairman, I know the time is back 

up again. , . . i.- • 

■I would also like to include he. e the groups of organizations, nine 
different organizations that I have here, that have opposed this, all 
organizations which have been involved from the beginning in 
trying to develop and fashion effective youth employment pro- 

^^These organizations have questions not only about the numbers; 
they wonder how there could possibly be enforcement ot this pro- 
gram when, even under the minimum wage at, the present time, 
the Department of Labor has already shown that between 65 and 



ERIC 



43 



1 



70 percent of the industries which have been investigated are not 
in compliance with the law. This was at a time when they were 
looking at home employment. And to thihk with the reduction ot 
personnel that they have down there to investigate— and it s been 
about a reduction of 25 percent of enforcement personnel in the 
Department over the period of the last 3 years— I think it s com- 
pletely unrealistic. . . , i.. 

To look at the backlog in terms of investigations even under the 
minimum wage laws, and to think that you're going to add the en- 
forcement responsibility to the Department t(*|enforce this, I think 
is completely unrealistic. I think that's unrealistic. I think the 
numbers are unrealistit. I think that even if the legislation ^yere to 
' pass, given the amount of States that would have to change their 
laws, that it would be completely ineffective in terms of Meeting 
the problems this summer, and perhaps even the summer beyond. 

I do think that I would like to just see the Secretary spending as 
much time- up here talking with our majority leader to see what 
can be done in terms of expediting the resources to try to put 
young people back to work this summer. That's where there is ^ 

I think it would be enormously valuable and helpful in terms of 
trying to address this particular issue»' , „ o 

The Chairman. Would you like to respond, Mr. Secretary? 

Secretars^ Donovan. Well, I think some of the Senator s numbers 
and stdtistics are quite misleading with regard to the cutbacks in 
the particular enforcement area that is his concern, and mine. It is 
ojir lieartfelt desire to have summer employment/for these kids. 
Senator Kennedy. I am not saying this &th^ answer to it. Obvious- 
ly, it isn't. But it's a tool whose time ha3*'come. And in your earlier 
statement when you opened your line of questioning, you inferred 
that we arv? doing this in a political year. Yes, this is a political 
year, and it takes political courage to be the first administration to 
sit here' and try to bring to the attention of this committee and ot 
this country a tragedy that's going on out there and offer a tool to 

help satisfy that need. 
The Chairman. Well, thank you, Mr. Secretary. 

Senator Denton, do you have any questions for the becretary.'' 
Senator Denton. I am sure you have asked the questions I would 
have, Mr. Chairman. , „ j 

I would mention that I want to greet the Secre ary, and my 

friend. 

Secretary Donovan. Thank you. Senator. 
Senator Denton. And his associate. . \, « 

And I would like, Mr. Chairman, rather .than interrupt the flow 
of the meeting, to sug^jest or move that my statement on behalf ot 
the Youth Employment Opportunity Act be included in the record 

as if read. , . . , r 

I would mention that I campaigned on this issue when I was a 
candidate for the Senate, and it was quite popular in my State. 

The Chairman, Without objection, we will place that in the 
record immediately following Senator Percy's statement. 

Without objection, we will place the list of organizations that 
Senator Kennedy has referred to in the record at this point. 

[Material supplied follows:] 
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some Qrqanizations Opposing Youth Subroinirouro Wage 



/ 



1. NfAACP ' \ 

2. League of United Latd^n American Citizens (LULAC) 

3. The Leadership Conference on Civil Rights 

4. The Congressional B^dck Caucus^ 

5. The Congressional Hispanic' Caucus Democrats 

6. The United States Student Associatioa 



7. AFL-CIO 



8. U^S. Conference of Mayors 
9,. The Full Employment ^puncil 
10. National Council pf La Raza 
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The ChajiRMAN. We appreciate your coming, Mr, Secretary. 

Secretary Donovan. Thank you, Mr. Chairman. 

The Chairman. This is always a hot issue, and I thmk you have 
handled ^it very, very well. I may have some questions to send to 
you in writing that will help to flesh it out ^ bit more. 
xfiSenator Kennedy. I would ask to reserve for the other members 
the opportunity also. 
' The ChairmXn. Sure. In fact, we did at the beginning ot the^ 
hearing. 

' Senator Kennedy. We could submit them by tomorrow. 

The Chairman. Yes; at the beginning, we reserved for all mem- 
bers of this committee the option to submit questions in writing to 
any or all witnesses. » » 

We certainly appreciate your time being here with us today. ^ 

Secretary Donovan. Mr. Chairman, Senators, thank you. 

I just wanted to leave you with one thought. As I go around this 
country I ask this question, "Do you remember the first check you 
ever got from the private sector," Sixty to seventy percent of the 
people raise their hand; they remember it because they have self- 
. esteem,, they stood 10 feet tall. This is the major issue that we re 
talking about, and we've been denying these kids that opportunity 
too long. It is important, much more important than the $2.50. 

The Chairman. Well, I think it's time to try some new thmgs. 
We sure haven't beaten this problem or solved this problem with 
what we've tried in the past, although we have made some head- 
way in some areas. And I think we should continue to do that. But 
let's "certainly be willing to try some new and innovative things as 
well. And this bill certainly is. 

I have to admit, as a sponsor of the prior bill, which was a year- 
long bill, I think the idea, of bringing it from May 1 to September 
30 is an ingenious idea. I think we ought to give it a shot on behalf 
of the young people of "this country who really might never have a 
chance. , • 

Secretary Donovan. Thank you, sir. 
The Chairman, Thank you, Mr. Secretary. 

At this time we would like to call on our friend the Honorable, 
. Julian Dixon to.presertt testimony in opposition to the legislation. 

Congressman Dixon is currently serving the 28th District of Cali- 
" fornia in the U.S. House of Representatives, and he is speaking on 
be. alf of the Congressional Black Caucus in his testimony today. 
C >ngressma'n Dixon, we are delig^^' .o have you with us. We 
. look forward to taking your testimony a..u getting the viewpoint of 
not only yourself but the Congressional Black Caucus as well'. So 
we will turn the time over to you. 

STATKMKNT OF HON. JULIAN DIXON, A U.S. RKPRKSENTATIVK ^ 
KROM THK STATE OF CALIFORNIA '4 

Representative Dixon. Mr, Chairman and members of the com- 
mittee, I appreciate the opportunity to testify this afternoon and to 
express the Congressional Black Caucus' unanimous opposition to 
the Youth Opportunity Wage Act, which, in our opinion, does not 
offer a solution to the problem of youth unemploymeiit. 
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In making this proposal to restructure the Fair Labor Standards 
Act, the administration has not provided evidence, in our opinion, 
that suggests that this will either generate one new job which 
would otherwise not be filled or that the subminimum wage would 
train youiig people for future employment. . . , 

We also disagree with the implication that somehow the mini- 
mum wage is responsible for young people, and particularly low- 
income young people, being out of work. 

It' is the lack of access to training and education, coupled with 
general economic conditions, which limit opportunities and threat- 
en this generation of tJhemployed young people. 

For a moment, let us consider some of the claims which have 
been made by the Labor Department and the White House in an- 
nouncing this proposal. 

First is that the lesser wages young people receive will be ottset 
by the training that they receive. It is a fact that the minimum 
wage jobs are, by their very nature, low skill. Most of the training 
fqr either canning pears or peas, or peaches, or busing tables, is ac- 
complished in the first 4ay and do not generally lead to upward 
mobility without additional education or training. . 

The second claim ia.Hhat the esMblishment of a subminimum 
wage will not replace older Workeis. I *liink it's clear that it is a 
fact that this is an empty promise, since only the discharge of 
present workers is :)rohibited under the proposal. Minimum wage 
jobs' are traditionally high turnover, and nothing in this proposal 
prevents an employer from using teens to fill jobs traditionally 
held by young adults at minimum wage. 

Mr. Chairman, this proposal will pit father against son and 
mother against daughter in many low-income communities where 
the competition for jobs is keen and very strong. 

Especially in the areas of seasonal employment, employers given 
'the choice between $2.50 an hour for a teenager and $3.35 an hour 
for adults will hire at the lesser wage. 

Furthermore, the Reagan administration has already dismantled 
the mechanisms which would monitor employers to make sure that 
older workers are not being replaced. The number of Fair Labor 
Standards Act inspectors has been reduced by about 25 percent 
under the current administration, with only 3 percent of the Na- 
tion's workplaces presently being reviewed. 

The current $3.35 minimum wage is inflexible and discourages 
employers fvom taking the risk of hiring youth. The fact is that not 
pnly is there flexibility within the minimum wage, but also legisla- 
tion specifically enacted to provide incentives for hiring disadvan- 
taged youth. With the Fair Labor Standards Act there are provi- 
sions whereby colleges, retail services, and businesses can apply for 
full-time high school and college students, paying 85 percent of 
that minimum wage. Employers must certify that they will not dis- 
place older workers with these students. Approximately 33 perpont 
of all students are employed under this program, or about 500,000 
students, and 30,000 employers. 

Now, as it relates to incentives. Congressman Kangel has au- 
thored targeted-jobs tax credit provisions, a tax credit for employ- 
ers who hire disadvantaged individuals who are out of work, for 
young people from poor families. And this credit amounts to 85 
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percent of their wages. It is estimated that three young people 
have been certified for this prograqi for 'every one who has been 
placed with an employer receiving tlie tax credit. 

This clearly demonstrates, in our opinion, that the ^-problem is 
not wages, but rather the availability of jobs. It is for this reason 
that the Congressional Black Caucds- unanimously supports 5017, 
the Youth Incentive Employment Act. Thih bill will generate mean- 
ingful employment and ensure access to education and training for 
low-income young people. Under this proposed $2 billion initiative, 
some 1 million young people would get their first real chance of 
gaining significant and meaningful employment. 

We believe it is this legislation which offers our Nation the best 
hope of relieving the burden of joblessness which is crushing the 
hopes, aspirations, and self-confidence of millions of young Ameri- 
cans, young peoph. 

Unlike the administratioli's proposal, the Youth Incentive "Em- 
ployment Act targets help for those who are most in need $nd en- , 
sures the participation of continuing their education and, ti^aining 
so essentiaVfor tV»eir future development and success. /; 

The bill's focus on economically disadvantaged youthf addresses 
the core of the teenage unemployment problem, the segment of our 
society who have benefited least from the economic recovery, by 
mandating that participating youth maintain certain minimum 
standards in schqol or training programs. 

We are fighting structural unemployment by reducing the num- 
bers of young adults seeking employment without adequate skills. 
The House has already made clear its support for 5017 by virtue of 
its inclusion in the first budget resolution. 

Young people in America look to Congress for leadership and 
constructive answers to problems. The bill provides both for all 
youth in our society. And I urge the committee to look at this type 
of job creation legislation that seriously addresses the problem of 
youth unemployment without wage reduction. 

That is tKe conclusion of my written testimony, Mr. Chairman, 
and I wot^ld be available for any questions. 

The CHAIRMAN, Thank you so much, Congressman Dixon. We ap- 
preciate having you here. 

Senator Kennedy. 

Senator Kknnedy. Thank you very much, Congressman. I appre- 
ciate your willingness to share your views with us about this legis- 
lation and again to have your statement of support for legislation 
that could pi'ovide a million jobs for young people. 

We're going to hear a little later in the afternoon from Congress- 
man O'Hara, who is the chairman of thti Minimum Wage Commis- 
sion. One of the points that we were not, able to develop with Mr. 
Dondvan, and perhaps you could make a comment oh it, and that 
is, as Mr. Donovan was extrapolating the numbers of jobs, the 
400,000 jobs, using the Minimum Wage Commission on that, I 
found it somewhat difficult to come to the same conclusions he did. 
But I will read his answers more closely and see if I can find some 
justification for the administration believing that they can reach 
the figure of 400,000. . 

This Commission pointed out that there would be a significant 
reduction of adult jobs, in the Commission report. 
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' And I would ask, Mr. Chairman, that the appropriate sections of 
the report be included as part of the record. • 

The Chairman. Without objection, we will put that in the record 
at this point. ^ ' 

[Material supplied fojlows:] - ^ 
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A SImpIt DIfftrtntltl lor T«tn- -> 
agtrt. A differantial minimum wagt for 
teenagert would reduct tht waget •m- 
ployert pay to tht lowett-pald teen- 
agerv. It would not directly affect the 
waget of better^paid teenagers or 
aduitt, or the price of other Inputt 
such at machinery^ 

A lower wage for mlnlmCim-wage. 
teenagers will have two effects. Flrtt, 
production co»t» wlii be lower, and 
ftrnt wilt have an incentive to reduce 
price* so that they can produce^^ and 
tell more of their products. This out- 
put expanfion*' effect Increases the use 
of all workers and other inputs, its 
magnitude depends on minlmum-wa>ge 
teenagers' share of production tosts 
and consumers* response to the lower 
price charged by producers. A reason- 
able estimate of the effect is that a 15 
percent youth differential would in- 
crease demand for all inputs by about 
one tenth of one percent (Brown 1981). 
The second effect of a youth differ- 
ential is to encourage firms to sub- 
stitute minimum-wage teenagers in place 
of other production Inputs such as 
higher-wage tncnagers, adults, or 
equipment. The prospect of such sub- 
stitution, particularly for minimum-wage 
adults, Is responsible for much of the 
controversy surrounding the youth dif- 
ferential. 

The fundamental difficulty In 
estimating the effects of such a dif- 
ferential is that we have^ never h^d 
one, Thus, any estimate must be based, 



with appropriate adjustment, on some 
other related experience such as what 
happens when the minimum wage is 
changed for both teenagers and adults 
or when the average wages of youth 
rise or fall compared with those or 
adults. Such adjustment sorely tests 
our catalog of relevant tocts from pre- 
vious research 'and the ability of the 
data to give new clues about the «p* 
propriate adjustment. 

Consider, for example, what can 
be learned from historical evidence on 
the effects of the minimum wage on 
teenage and adult employment. Past 
increases. In the legal minimum and 
Inflation-caused reductions In the effec- 
tive minimum between legislated in- 
creases applied equally to unskilled 
teenagers and adults. Thus, e youth 
differential differs from e reduction In 
the basic minimum wage in that ..It does 
not reduce the wages of minimum-wage 
adults. As a result, we would expect 
that a youth differential would have 
"greater effects on teenage employment 
than would e comparable reduction In 
t^ie basic' minimum because the youth 
differential Improves the competitive 
position of minimum-W4\ge teenagers 
vis-a-vis minimum-wage adults. [For the 
same reason, effects on adult employ- 
ment are expected to be worse. ^* Thus, 
if a 10 percent reduction in the! general 
minimum wage raises teenage employment 
1 percent, a' 10 percent youth differ- 
ential would increase it by more than 
1 percent. Unfortunately, this leaves 
two Important questions unanswered: 
How much more than 1 percent would 
teenage employment rise? How would 



■*Both of these statements assume, is 
seems plausible, that the substitution 
response Is more Important than the 
output-expansion effect. Because It re- 
duces the wages of low-wage adults as 
well as teenagers, a general reduction 
In the minimum wage would have a great- 
er output expansion effect than a com- 
parable youth differential. 
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•dult employment be affected? 

Hamermesh (1B81) estimatet that a 
25 percent youth differential would In- 
crease teenage empioyrDnt by about 3 
percent or 250,000 jobs. Although he 
does not calculate adult employment 
effects, his estimates imply that the 
output expansion effects would create 
enough new Jobs to offset those lost by 
adult .workers replaced by teenagers. 
Commission staff performed an alterna- 
tij/errc«te.«latioft:4>ate<i;:zoai "Hamerfneih^^ 
C YfQtUsr* h owingt: a- J a rg fef ^ee n agC^ploy- tr^ 
^enT=g«ttr^''^^^-6'"percerrt'^ or- 400 -to 

:^45Q-Aj30USairMir:iobtr •i^Jl^etLs.f^fifflS::^ 
^46'-^50*^housanga3ult Jobs. Amonq the 
alternative calculations of teenage and 
ddult employment effects . 'om Hamer- 
mesh's study, those assumptions pro- 
ducing the smallest teenage employment 
gains also produce the smallest adult 
losses and thoie leading to the largest 
teenage gains also lead to the largest 
adult losses. Therefore, the implied 
effects on the total employment of teen- 
agers and adults lie in the relatively 
narrow range of 250 to 350 thousand 
jobs. . 

This discussion gives somt indica- 
tion of a reasonable range of PKppcta- 
tions for teenage employment. For varl- 
ous technical reasons, however, they 
probably understate somewhat the adult 
employment losses." 



"The change in adult employment Is the 
sum of the gain in adult employment due 
to ouvpiit expansioM and the substitution 
of teenagers for adultf, holding output 
constant. The rate at which teenagers 
can be substituted for adults without 
changing output depends on their rela- 
tive productivities, which are measured 
indirectly bv their wages. Hamarmesh 
Implicitly assumes that teenagers are 
being substituted for "average" adults 
rather than predominantly minimum-wage 
adults. Since the average adult would be 
more productive than the typical minimum 
wage ad'Jl t, the number of teenagers 
nepded to substitute for one adult Is 



An altertnative source of estimates 
Is the literature on substltutabllity of 
different types of labor, especially 
teenagers and adults. These studies 
generally find "easy" substitutkn be- 
tween teenagers and adults, suggesting 
tnat the increase in teenage employment 
and probably the reduction In adult 
employment v^ould be greater than 
Hamermesh estimates. But it is difficult 
to get reliable estimate^ from this litera- 
ture, partly because some of the esti- 
mates of the responsiveness of demand 
for teenage labor to Its price are im- 
plausibly high, partly because the 
studies generally define youth too 
broadly as those less than 25 years of 
age, and partly because of uncertain- 
ties about the relative substltutabllity 
of workers of different skill levels.'* 

These uncertainties are compound- 
ed when the possibility of changes In 
other wages is considered. If a youth 
differential encourages employers to 
substitute minimum wage teenagers for 
other workers, the growing number of 
displaced workers unable to find em- 
ployment would tend to lower their 
wages or at least load them to rise less 
rapidly than they otherwise would.* 
Restraining the wages of better-paid 
t'jenagers in this way would further 
Increase teenage employment and reduce 



overstated by this assumption. The ratio 
of teenage gains to adult losses re- 
sulting from this substitution is there- 
fore also lUely to be overst€ted. See' 
Brown (1981). 

■'The problem here is that, In aggre- 
gating workers into youth and adult, the 
studies implicitly assume that, far 
ejiample, minimum wage adults and high- 
er-wage adults are equally substi tutable 
with minimum wage teenagers. While it 
seems lively that minimum wage adults 
are much better substitutes for minimum 
wage teenagers than are higher-paid 
adults, there is no direct evidence on 
this subject. See Brown (1981), 
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adult employment, while restMinlna the 
wages of better-paid adulti wnuld have 
oppoilte effecti. The excei« of minimum 
wage adults could not, of course, 
reduce their wages ro long as the 
minimum wage was effectively enforced. 

Thus, despite the obvious impor- 
tance of an accuratrj estimate of the ef- 
fects of ■ youth differential, such an 
estimate remains elusive. A reasonable 
prediction might be that teenage em- 
ployment woM increase by 1.5 to 3 
percent In refpo^l^e to a 15 percent dif- 
ferential, and by 2.5 to 5 percent In 
response to a 25 percent differential,*' 
but therf Is substantial uncertainty thet 
the tr'ie effect would be within that 
range. Adult employment would probab- 
ly be reduced. Such a reduction could 
be significant compared to the teenage 
employment gain, but it is very unlikely 
that adult employment reductions would 
be as large as tfeenage employment 
gains. 

In evaluating whether the tradeoff 
of teenage for adult jobs is a desirable 
one. It is important to know something 
about who gains and who loses. Will the 
additional teenage jobs go to disadvan- 
taged inner-city youth or merely pr6- 
vlde more regular employment for teen- 
agers with no real employment f>roblem7 
How will the adult Job losses be dijtrib- 
uted? Unfortunately, available data do 
not allow us to make a Virm Judgment on 
this matter. 

One might expect that the teenage 
job gains from a youth differential 
would go to those teenagers whose 
value to a potential employer Is Just 
below the current minimum wage. Judg- 
ing from observed wage distributions, 
this might suggest that minority youth 
and youth from disadvantaged families 
would benefit disproportionately since 



•♦This assumes that sufficient numbers 
of teenagerJ would worit for these lower 
wages» which spcmj Hi;e1y, but would be 
less certain if the differential were 25 
percent (Brown 1981). 



they ara mora Ukaly to racalva low 
wages. This would also laad us to rU' 
pect, however, that black taanagar« 
would ba disproportionately affactad by 
past increases In tha minimum wage and, 
as noted earlier, tha ' evidence on this 
score is not vary strong. Moreover, 
experience with tha Targatad Jobs Ta« 
Credit (discussed below) makes less 
plausible tha conjecture that disadvan- 
taged yoiith would bene' dispropor- 
tionately from a youth diffa. sntlal. 

The adult Job lossas would ba 
concentrated among those who are most 
substltutabia with low-wage teanaflart. 
This suggests that. In general, low- 
wage adults would be mora vuln«rabla 
than high-waga adults. (Tha demograph- 
ic characteristics of adults employed at 
low waoes ara discussed in Chapter 1.) 
Whether the demographic characteristics 
of low'Waga Job losers would differ 
significantly from those of currently 
employed low-wage Workars la uncar- 
*aJn. ^ . 

Even If the effect of a youth 
differential on teenage employment were 
known. Its effect on teenage unemploy- 
ment wquld still ba uncertain. As noted 
earlier, teenaga employment Increases 
do not automatically translate Into 
one-for-ona reductions In teenaga 
unemployment. Most studies report that 
a lower minimum wage Would Increase 
teenage employment and teenaga labor 
force participation. I.e., mora would 
begin looking for work. Mora teenagers 
looking for work and not finding It 
would limit the unemployment reduction 
that an Increase In employment would 
otherwise bring about. If responses to 
a youth differential ara similar, the 
employment Increases which If allows 
would not lead to comparable reductions 
i n teenag e unemployment^ — 
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Senator Kknnkdy. It mentions a cost of some 50,000 to ,150,000 
adult jobs. And I am just wondering if you have reachfcd the same 
conclusion. I believe that you mentioned it in your presentation, 
but I would like you to elaborate on it. 

Representative DixoN. Senator Kennedy, it makes sense to me 
that minimum wage jobs and subminimum wage jobs are jobs in 
our society at the lowest level. If you have an opportunity to hire a 
'new person and ^u have the opportunity to pay them $8.80 an 
hour or $2.50 an hour or some number short of $3,35, you obviously 
will hire someone for the lesser amount. It would just be good prac- 
tical business for you. , . rr 
' And so the provision of the bill that addresses not laymg ott 
anyone is really not relevant to what will happen in our society, 
and that is that young adults who would be making a minimum 
wage will get bumped for someone that you can pay a lesser 
amount of money to. , „t . 

So I do think very strongly that it will displace people. We can t 
count them t the present time because they're not on the roll; 
they are people prospectively coming on the roll. 

Senator Kennedy. That is the point I would like to address. The 
point is made that it won't really replace those who- have existing 
jobs. Your reference in the latter part of your answer I think is 
commonsense. And that is that we should be talking not only of 
what those that have the jobs today that may lose them— then you 
can say, "Well, there's enforcement mechanisms," and I think you 
make reference to the reduced numbers of personnel for enforce- 
ment, the reduced numbers of cases that are brought, the backlog 
that exists. I mean, that just ain't so. , a j 

And then second is the prospective employment market. And 
that is, I think as you mentioned yourself, who will an employer 
hire prospectively? And that's going to, I think, have a heavy 
impact in terms of the number of adult workers. ^ 

As I remember, and 1 haven't got the figures here, its about bO 
or 70 pfercent of those that hold minimum wage jobs are heads oi 
households. 

Representative DixoN. Absolutely. You re correct. Right. 

Senator Kennedy. I mean maybe I should be corrected on that, 
but I believe that's about it. To tell you the truth, I think it s closer 
to 70 than (JO. But it's within that range. 

But these are heads of households, and you.ve got just the gener- 
al statistics on the numbers of heads of households with children. 
And to try and— for them to meet their responsibilities to their 
families, and then to have a new kind of threat in terms of future 
employment problems I think puts an extraordinary burden on 

them. r, J nii 

Representative Dixon. One step further, Senator Kennedy. Ihe 
premise of this, to me suggests that either, one, that . there are a lot 
of jobs out there not being filled because $3.30 is too much to pay 
and if they could reduce it to $2.50, 'Jiey would fill these jobs- 
something" 1 don't believe. Or certainly second, that business is 
going to become philanthropic and hire people that they, don t 
need— something I don't believe. 

So the whole premise that business is operating understaffed be- 
cause of the minimum wage I think is totally incorrect. And I 
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think it's unfaii- to assume that large numbers of employers are 
just going to give away $2.50 an hour because the opportunity is 
the* 1*6 

Senator Kennedy. The position that you have supported, and it's 
one that I have supported, recognizes, that we should be dealing not 
only with the particular issue of summer employment— and in this 
there ai-e the provisions of not in excess of 40 hours a week— but 
also there are provisions in linking continuing the employment 
after the summer for those that are enrolled in school at a reduced 
Dumber of hours. I think it's not more than 25 hours a week. 

And I think that the— and I am just wondering whether you 
agree with me— that it's been those programs which have provided 
a continuity of employment during the time of the summer and 
also continuing through the educational experience that really 
offer the best opportunity as well for future employment. 

I think the various studies that have been done about programs, 
the pilot programs which have been developed which include that 
concept, by and large, leally, people have to read both what the 
Secretary stated and what the report that I put in the record say, 
that by and large have been the most effective in gettinfj people off 
the unemployment rolls. . 

I am just wondering what your own experience is on this issue. 

Representative Dixon. Well, certainly, in my own community, 
the problem of unemployment is addressed effectively when you 
have an incentive to stay in school and an incentive for education 
and a job that is going to provide some educational training. And 
this bill certainly does not meet that, this concept, and as I testi- 
fied, that is the reaf^on that we prefer the Humphrey-Hawkins bill, 
because it does provide an incentive to stay in school and it does 
offer a job-training program, something that at $2.50 or some sub- 
minimum wage certainly is not going to offer any real significant 
job-training program. . , ... u 

Senatoi- Kennedy. May I just say that I supported the Hum- 
phrey-Hawkins bill, but the one we're talking now over here is 
Kennedy-Hawkins, over in the House is Hawkins-Kennedy. [Laugh- 

^^Senator } .fiNNEDY. But I appreciate it. It makes no diflerence, if 
we can get it achieved and get it accomplished and get it done. 
The Chairman. Senator Denton. 

Senator Kenneuy. I appreciate it. Thank you very much. 

The Chairman. Senator Denton. 

vSenator Denton. Thank you, Mr. Chairman. 

Congressman Dixon, I have been interested in this field tor quite 
some time, and I have a friend down in Alabama who has been 
helping me with it. His name is Johnny Ford. He is the mayor of 
Tuskegee and he has been serving until recently as chairman of 
the Black Mayors Conference. I am intrigued by the ditference in 
positions taken by the Congi'essional Black Caucus and that ot the 
National Conference of Black Mayors. 

The Black Mayors Conference has endorsed the bill. To what do 
you attribute the difference in po.sition? 

Representative DixoN. Senator Denton, I, too, share Mayor 
Ford s friendship going back a long way in politics. 
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I think that the basic difference is that the 21 members of the 
Congressional Black Caucus are concerned with legislating and ad- 
dressing the issue of unemployment for those people in our society 
who won the training and education. I cannot speculate today, cer- 
tainly because I know that the Mayors Conference and mayors will 
testify. But we are viewing this from different roles in our society. 
I don't think that the Mayors Conference anticipates any more 
Federal money for summer jobs programs, and I would speculate 
that if I had x number of dollars to go around and a political prob- 
lem of how to employ as many people as possible, that I would be 
for, maybe under certain circumstances, spreading the money fur- 
ther. And certainly, this proposal allows me to spread the money 
further. 

What the caucus is saying is that the youth of our society are in 
some cases being held hostage and that we are spreading the 
money further without seriously addressing the problem of employ- 
ment and keeping young people in educational institutions. 

Senator Denton. Well, I agree with you that we must address 
the problem of discrepancies in educatiqn or in job training which 
may be racially induced somehow, I totally agree with that. But 
that does not alter the fact that the minimum wage itself is dis- 
criminating; it discriminates against those who do not possess skills 
or experience; I agree with you that it does discriminate against 
those who are not educated or trained. 

But for the moment, that is the fact. There are many who are 
not educated or trained. It seems to me the question is whether or 
not in the . meantime, we should do something to aleviate teenage 
unemployment while we await the longer term results of improve- 
ments in our educational and iob training programs. I subscribe to 
some fairly neo-liberal ideas about the need to anticipate giant job 
dislocations in this country, such as anticipating the production of 
a lower percentage of steel, for example. Its possible that we should 
try to do something about that in the way of planning and coordi- 
nation ahead of time when it's inevitable, rather than wait until 
workers lo&e a job through no fault of their own and go on food 
stamps and have a traumatic transition. I think we can avoid trau- 
matic transitions that are wasteful to the country's productivitv. 

So I am not a radical on one side or the other on this issue, but I 
don't understand why you don't want to address the in-the-mean- 
time phase of this. While young people do lack something which 
qualifies them for minimum wage jobs, why not give thern less 
than minimum wage jobs? I was in such a condition at one time. I 
can remember not only my first paycheck, but what it was for the 
week: $2.(57. My grandfather had offered to match it, and I can re- 
member the name of the drugstore for which I was drug hopping. 

But that was a moment of pride for me. [Laughter.] 

Drugstore hopping. [Laughter.] 

Soda hopping, (Laughter.) 

Don't worry about that. Now I have the Drug Enforcement Ad- 
ministration under my jursidiction, too. (Laughter.] 

And I'd get the change wrong a lot, 1 have to admit that. 

But at least I was working and it did give me some training. You 
say it ^ives no training. Hut I am looking at L\iVi\H around the coun- 
try in wliich we have—and I would ask you to address* this— we 
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have fairly high unemployment rates in some States where we 
have a high percentage of so-called discouraged workers. And 1 
have no argument with that. What worries, me is that in the study 
of our immigration problems we find a number of immigrants ille- 
gally coming in-o the country and immediately finding ,iobs at min- 
imum wage in those areas. It seems to me that those jobs in many 
parts of our country are either going to go to the illegal immi- 
grants or to teenagers, because the illegal immigrants often lake 
jobs at less than minimum wage. I really don t see the tie-ui be- 
tween displacement of elderly workers and the teenagers. Ihere 
are too many jobs that teenagers are willing to do that the elderly 
are not motivated to do and therefore, they will not be displaced. 

Representative Dixon. Well, I think in part I addressed the 
answer to your question when I had the dialog with Senator Ken- 
nedy It just makes good common sense that if I am operating a 
restaurant and during a 3- or 4-month period I have the opportuni- 
ty to hire someone for $3.35 an hour versus something less, that 1 
am going to take the opportunity to hire someone for that lesser 
amount. That, in and of itself, displaces a potential worker, nor- 
mally someone over 20 or 21 years old, that is head of household or 
at least sharing with the husband or wife, and is being displaced 
for that period of time. There is a strong potential for that in the 
ordinary operation of business. ^ t u i- 

Senator Denton. Well, there is an honest disagreement. I believe 
that there is more good to be obtained for trying this approach. It 
there appears to be justification for what you are saying, then we 
Cc - chanpp it. But we can't continue to play a losing game. We 
have got a lot of kids on the street. We have family problems and 
social problems resulting from that. u u \e r 

I work very hard for and get awards for what 1 do on behait oi 
the elderly. But I can't see the threat that this approach is posing. 
So I say we have an honest disagreement. 
Thank you, Mr. Chairman. 

The Chairman. Thank you, Senator. , , . , 

Thank you so much. Congressman Dixon, for taking time out oi 
what we know is a very busy schedule. We appreciate youc coming 
and appreciate having your testimony this afternoon. 

Representative Dixon. Thank you for the opportunity. 

The Chairman. Thank you. „, m i en 

It's my pleasure now to welcome Mayor Walter Tucker ot Comp- 
ton, CA, who is currently serving on the National Board of the IN a- 
tional Conference pf Black Mayors, and Mayor William H. Hudnut 
of Indianapolis, IN. He has served previously as a Member ot Con- 
gress, and since his election as Indianapolis mayor has served as 
president of the National League of Cities. 

We sincerely appreciate these two leaders taking time to be with 
us today. We are delighted to have you here at the hearing, and wc 
look forward to taking your testimony. „ , , , . 

Mayor Tucker, I understand that Mayor Hudnut does have a 
plane to catch. Would it be possible that we let him go first so he 
can catch his plane, and then finish with you? 

Mayor Tucker. Certainly, Mr. Chairman. 

The Chairman. Mayor Hudnut, we will turn to you first so you 
may catch your plane. 
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STATKMKNT OF HON. WILLIAM H. HUDNUT III, MAYOR OF 

INDIANAPOLIS, IN 

Mayor Hudnut. Thank you very much, Mr. Chairman. Mr. 
Chairman and members of the committee, we appreciate very 
much the opportunity to testify. I would h'ke to submit two items 
for the record: first, a copy of my statement; and second, a copy of 
a resolution that was adopted in support of the Youth Employment 
Opportunity Wage Act of 1984 by the National Conference of Re- 
publican Mayors, of which I am a member. 

There is no point in reading the testimony, sir. The reasons for 
supporting this proposal have been outlined at great length with 
some degree of cogency, and I would like to associate myself with 
the remarks of chose who are in favor of enactment of the Youth 
Employment Opportunity Wage. 

If it is true that it would create 400,000 jobs, if it is true that 
there are strong sanctions in the legislation against employers who 
might demote or terminate people, if it is true that this is an ex- 
perimental pilot project for the next three summers, then it seems 
to me that it's worth supporting. It seems to me that there is more 
good in it than harm. 

Very infrequently in Government do we have matters that can 
be crystallized in terms of pure good or pure bad. What we have to 
do is to try to discover where the preponderance of right lies. 

Out in my city of Indianapolis, as I was thinking about this pro- 
posal, I was contemplating the fact that, to borrow Senator 
Quayle's phrase from earlier in the testimony, there are young ^ 
people who are slipping through the cracks, young people who, for 
one reason or another, cannot find a job, cannot be employed. It 
seems to me that this is worth trying. And I think it's an impor- 
tant initiative and one that I certainly as a mayor who is interest- 
ed in jobs for the people in his city, suppprt. A job is a job is a job. 

I would like to draw the committee's attention to one idea that I 
had and which you have already alluded to, Mr. Chairman. One 
way to help stretch the paychecks, would be for the Congress, if this 
legislation is enacted, to approve an automatic exemption from 
Federal withholding taxes for the youngsters in the 16- to 20-year- 
old age bracket who accept a job for less than the minimum wage. 

The majority of workers paid the youth wage from May to Sep- 
tember are not likely to make more than the $2,300 annual mini- 
mum earnings required by the IRS to begin to pay income-tax. 
There is a lot of unnecessary paperwork as a conyequence that 
might be entailed, and it would seem to me that it would be much 
simpler and easier to handle if these youngsters receiving the 
youth wage, assuming they did not reach the minimum amount of 
taxable income, were granted an automatic exemption from Feder- 
al income tax withholding. 

So I would like to suggest that proposal for your consideration. 

That is about all I have to say. The time is short; there are a lot 
of pt-ople waiting to testify. Thank you for the opportunity. 

[The prepared statement of Mayor Hudnut and the resolution re- 
ferred to follows:) 
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STATEMENT OF WILLIAM H, HUDNUT 
MAYOR OF INDIANAPOLIS, INDIANA 
/iON BEHALF OF THE NATIONAL CONFERENCE OF REPUBLICAN 
MAYORS AND MUNICIPAL ELECTED OFFICIALS 
BEFORE THE COMMITTEE ON LABOR AND HUMAN RESOURCES 
UNITED STATES SENATE 

June 18, 1984 
Mr. Chairman and Members of the Committee: 

Thank you for this opportunity to join with other mayors in 
lending support for the Proposed Youth Employment Opportunity 
Wage Act. of 1984 ♦ 

The economic vitality of Indianapolis has been the subject 
of many positive newspaper and magazine stories recently in 
the national and regional news media. This has been the 
so»:t of publicity spotlight that every* proud Mayor hopes will 
shine,, on his or her City because it shows the success of a 
cooperative community spirit apd hard work to save jobs, to 
promot- new employment opportunities and to provide the 
amenities of a quality lifestyle. 

For several years, Congress and President Reagan have also 
worked successfully to cnoperatively rebuild the nation *s 
roderaliy funded job trainimi programs. The rather contro- 
versial Comi;iyhonKivu Kmploymont Traininy Act has. been 
roplaccKl with the more, offoctivo Job Training Partnership . . 
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Act co-sponsored by two members of this Committee, Senator 
E'lward M. Kennedy of Massachusetts and Senator Dan Quayle 

of Indiana. Locally and nationally, theso* have been bi-partisan 

< 

efforts to find meaningful work for our youncj people.^ 

\ 

In Indianapolis, we have made successful use of funds from 
thov.Job Tropin ing Partnership Act in a program we call 
Partners 2000. This program isi a wedding of public agencies 
and private businesses. The goal was to identify summer jobs 
for. 2000 disadvantaged teenagers and then to match the workers 
to the jobs. The program also gives young people, who are 
taking their first job, some counseling and job interviewing 
skills to prepare them for the day they face the post-high 
school competition' for a job. I am pleased to announce that 
the goal is bein(i surpassed. Duriryicj the past week, more than 
2,600 Indianapolis youngsters are starting summer jobs 
pledged to' Partners 2000. 

While the re5;ulLs of Partners 2000 arc commendable, a 
critiCiilly important pool of other young people in our 
community remaiiu; untMUpioyed this summer and has littlo or 
no hope of. fintling a willing employer. The per'.jonal circum- 
stances of tlu'tie une:iiploy<Mi youths v^iry. lAoy,l of them are 
between 16 aiul 20 yt^ars oic! and they do not meet the financial 
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or educational rciuirements of the Job Training Partnership 
Act. Many are not attending school ♦ That means they are 
excluded from the nationwide job cfoatipn and training program 
funded with more than $3.8 billion. ^ 

The national teenag^e unemployment rate is reported to average 
19 percent apd to be an astounding 48 percent among minority 
youths.,. In Indiana, the youth unemployment rate is near 
the national average at 20.8 percent while the jobless rate 
for minority' youths is 'also estimated to be neai the national 
figure. Even with the economic recovery of the.,.^nation and 
state, plus a drop in the overall .unemployment rate, youth 
unemployment has continued to remain high. One key reaspn r 
for that continued high rate is that tKe national minimum 
wage has cjonc up, but some yout&s lack the ypb skills, 
reputations^ educabidrt C^f social maturity to compete with 
older, experienced workers. Those youths becomci unemployable 
because they aro priced out of the job market. 

While some critics may believe we live in the worst of economic 
times, those arc actually the best of timos to support the 
Youth F.mploymont Opportunity Act ponding before this committee. 
T^e bill oCfers a chance to more fully utiliTie our potential 
workforce, our humjn capit.il. An estimated one out of three 
teenagers i^ un.ible to find a job this summer, y,o we must 
quickly £;earch for all alternatives and options to get them 
g«iinf ul I V (.MUiUoyt^d , . . ' 
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Thoro is other locjislatj.on ponding in Congress for dii/cct 
job tr.aininq. However, the nation a.l ready has a law, the 
Job Training Paictncrship Act, funded with billions of Federal 
dollars and de5?icjned to assit a similar specific cateqory 
of youths. Because of the funding limits of these measures, ' 
the number of yountj people which can be employed is finite* 
In contrast, this Youth Wage Act proposal would seem to offer 
hope of a job to another segment of our society. Since direct 
government funding is not involved, the number .of potential 
jobs would be less constrained* further, proposals that carry 
bi') prieeL.Kis for taxp.-^yers should get a wary eye if they would 
deepen the woun^ls in our economy caused by the Federal deficit* 
One ot" the b\:v,t features of the Youth Wage Act is that it 
put:; no bui(l(.M» on the Federal buck. 

I attciKlod a m-t^tinvi in. the Oval Office May 17 and then the 

announcement in the Rose Garden of the Youth Wacje proposal 

by PrejiidcnL Kvao.iii. The very [)(,'r:uiasive case f c^r this legislation 

that Lho 'M-e:; ident made that day focuiied on the 400 ,000 now 

job t»pporluni. t L'/:; that would bo created foi" youtlui during 

the* suiMiuor i;uniLh/. . Wi, tli the.* prospect o'" iiuiny opportunities 

nat iwnwido , T wcuiLd. expect thousantlLi ol jujrely necnlotl suminer 

jc/oLi cou Ki ln« f). v.;: i 1)1 r in my honu? r,tate .md City, 
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The'bill would not prevent skilled workers from getting the 
• higher wages they are worth. Penalties provided in the bill • 
include stiff fines" of $10,000 and prison terms for employers 
attempting to "fire the father and hire ^the son" to get 
cheaper labor. 

Even though the bill would permit employers to pay a yoyng 
' person younger than 20 years old af the rate of 75 percent 
of the current minimum wage for the summer, that pay rate 
ft/ is still n^egotiable between the employers and employees. 



Workers on the Youth Wage scale, like all of us, need every 
0 E^onny possible in their weekly takehome pay. One w«y to help 
stretch those paychecks may be for Congress to approve an 
automatic exemption from Federal withholding taxes for anyone 
16 to 20 yoars old, who accepts a job for less th^in the 
minimum wage. The majority of workers paid the. Youth VVage 
from Mc-v to SoptL^mbor are not likely to make more than the 
$2,300 annual minimum Learnings required by the Internal Revenue 
Service to bncjin to pay income-tax. As a result, employers 
have an unnccossary paperwork expense to make the reductions 
From oach paycheck. And the government also wastes money 
to issut! a rolun.l ch«ick. 
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A procoduro is alr<iady available for such ci withholding tax 
oxomption, but it is cumbersome and not automatic. An employee 
must complete a F-'orm W-4 to try to' claim the exemption by 
aC'f irinincj that no tax was paid the previous year, so no 
withholdiny deductions should be made this year. Most employers 
aro very skeptical of accepting such a claim from an employee 
because tho IRS eventually disallows many of the requests «and 
•tho employer is left in the middle of a dispute between the 
government and a temporary employee. If the exemption from 
Federal income ta^ withholding was automatic for all Youth 
Wage earners, the clement of doubt would be removed for the 
employoi's, einployoes and' the IRS. 

The Youth Wtiijo proposal offers flexibility in the methods for 
creating .job' opportunities . If passed, the Youth Wage coudd 
be comi^ lemon tar y to cV;i sting job training programs. It is • 
not necessary to bo opposed to one to also favor the o|:hers. 
Why can't both ideas, offered in the spirit of finding jobs 
for our nation's* sons nnd daughters, be allowed a share of 
Uio spotlight, a chance for success? 

lU'foK.' rinisliirui, Jet mt'j also submit for the record a resolution 
I rom tile Na t Lonal, Con ference of Republican Mayors, of which I 
.iin a member, i^uppertincj enactment of this legislation. Theirs- 
is .1 widtj confitituency , an :* your consideration of their viewpoint 
win be appreciated* 

Thank you* 
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National Conference of Uepublican Mayors 
Resolution in Support of the Youth Employment Opportunity Wage 

WHi::REAS despite sustained economic growth that has created 5 
million new jobs in the last 18 months, lowered the unemployment 
rate to l.Sl and raised national employment to oveyr 100 million-- 
the highest level in the history of our nation — youth unemployment 
in April 1984 was 19"^ with black youth unemployment at a tragic 
43%; and 

WHEREAS many studies havq shown that- with fevery 10% increase in 
the minimum wage there is a 1% - 5% decrease in teenage employ- 
ment and 

WHEREAS recent studies by the National Bureau of Economic 
Research estimate that each year of work experience for youth is 
associated with a 10-20% increase in wages that appears to be . 
permanent and 

WKI:REAS lowering the minimum wage would alldW employers 'to create 
real- jobs and new summer youth employment opportunities v/hich do 
not exist at $3. 35/hr. —without increased paperwork or addition to 
the federal deficit. 

NOW THEREFORE BE IT RESOLVED that the National Conference of 
Republican Mayors supports President Reagan's Youth Employment 
Opportunity Wage Act of 1984 which allows employers to hire 
youth at $2.50 per hour between May 1st and September 30th of 
each year until September 30, 1987; which provides sanctions . 
sufficient to discourag employers from discharge, transfer or 
demotion of workers not ligible to earn the Youth Employment 
Opportunity Wage; which .oes no^ require special paperwork, 
increased government bureauacracy or expenditures and which, 
most importantly, will allow the private sector to provide ' 
400,000 new summer jobs for our nation's youth; and 

BE IT FURTHER RESOIjVED that each member of the National Conference 
of Republican Mayors pledges to write his/her members of the 
Senate and House of" Representatives urging co-sponsorship of the 
Youth Em[)loyment Opportunity Wa'ge Act bf 1984, 
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The Chaikman. Well, thank you so much, Mayor. We appreciate 
that. 

What time do you have to catch your plane? 

Mayor Hudnut. No matter. I can catch another one if I miss the 
one I was on. I used to do that all the time when I was here. 

The Chairman. I thought there was a rush to do that. 

If we can, let s go to you, Mayor Tucker. We really appreciate 
your deference to Mayor Hudnut. We ar^ looking forward to hear- 
ing your testimony. 

STATEMENT OF HON. WALTER TUCKER, MAYOR OF COMPTON, 
AND MEMBER. NATIONAL BOARD OF THE NATIONAL CONFER- 
ENCE OF BLA( K MAYORS, ACCOMPANIED BY MICJIELLE 
KOIIROIIMA, EXECUTIVE DIRECTOR, NATIONAL CONFERENCE 
OF BLACK MAYORS. AND SAM TUCKER, ASSISTANT DIRECTOR, 
NATIONAL CONFERENCE OF BLACK MAYORS 

Mayor Tucker. Senator Hatch, chairman, and members of the 
committee, my name is Walter Tucker, mayor of Compton, CA, and 
a member of the National Conference of Black Mayors, Inc., board 
of directors. Accompanying me today is Ms. Michelle Kourouma, 
executive director of the National Conference; and also, Sam 
Tucker, assistant director. 

I was asked to deliver this statement to you in the absence of the 
organization s president. Mayor Marion Barry, and also the assist- 
ant vice president. Mayor Thirman Milner, who are both at the 
U.S. Conference of Mayors in Philadelphia. 

At the National Conference of Black Mayors' 10th meeting, their 
national annual meeting in Missouri, the mayors grappled with the 
often-ignored, ever-escalating problem o'' xth unemployment, 
which in recent years has reached disgraceiu^ proportions: approxi- 
mately 20 percent among teenagers, and in general in excess of 
that, 50 percent among black youth. 

Previously, federally funded youth employment programs have 
been replaced by Job Training Partnership Act and targeted-jobs 
tax credits as the primary Federal effort to mitigate unemploy-^ 
ment in disadvantaged groups in the labor force. 

In spite of these efforts, teenage unemployment remains high.^ 
There is little hope that this then will change in the absence of 
Federal intervention. As mayors being in the trenches, so to speak, 
we are confronted almost daily with young people in and out of our 
city halls pleading for jobs. 

Young people want to v/ork, but have not been given the oppor 
tunity. Black mayors are taking, by necessity, a harder, more 
astute position in capturing economic gains for our constituents, 
have assumed an active stance ort the issues of employment policy, 
given tho recent adversity of some Federal programs and the ap- 
parent dearth of creative ideas from any sector of youth unemploy- 
ment. . . 

It is the feeling of many mayors that the city otticials must at 
some point face the fad th d youth unemployment affects the via- 
bility of central city areas and makes it increasingly difficult to 
governance 
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This report is going to be given to you, so in the interest of time I 
am not going to read all this. I would just like to let you know, as a ' 
gut feeling, as a young fellow coming from Oklahoma, a cotton 
picker years ago, and going to New York City— and of course, 
cotton picking is seasonal by some standards for some people; it 
used to be. And I went to New York City, and the only job I could 
get that summer, expecting to continue to go to college, was busmg 
dishes. And of course, for some people that might be seasonal. And 
that was the greatest incentive for me to become a dentist today. 

In other words, if I hadn't started out with the idea of the work 
ethic and the hard work— and in those days, of coun^e, they didn t /' 
have labor unions for busing dishes, they didn't have labor unions; 
for waiting tables I imagine if they had, I would still be a table 
waiter, because T never had tasted a good steak in my lile, coming 
from Oklahoma. So as a table waiter you can get a nice steak every 

now and then. , i.L i. t 

But I v/ent ahead in school because I saw that the money that x 
was getting wasn't enough, wasn't sufficient. I really feel that if 
kids get a chance to work at anything— we need to put America 
back to work— that's the greatest incentive in the world for them 
to say, "I'm worth more than this. I need to go back to school" 

And ^this is why I have supported this for the National Confer- 
ence of Black Mayors. I feel that we as mayors in some of these 
towns of 30,000 and more are right there where we see the crime, 
we see the profession of drug dropping, as he might say— [Laugh- 
ter.] But it's a different type profession nowadays. It s really some- 
thing that affects us. We see the crime. We see the drugs. We see 
the unemployment. We see the lack of recreation. We see the lack 
of funds. We see the lack of . retail sales. We see all the problems 
that affect cities. And this is' why the mayors are supporting this, 
because we are right there yvhere it hurts us, and we need some 
imn.eciiate help. j „ . . 

And I happen to have had started a dental office in Watts with 
some brothers of mine in tljie medical profession, too, before the 
Watts riots. And I saw what happened right in the W^atts riots. 
And we want to prevent things. Being in the fields of medicine and 
dentistry, we want to prevent! things before tney happen. 

•d if there is any good thlfit comes out of this as an experimen- 
tal program, I am for it 100 percent. I don't care what part it is. 
You know, as the mayor in my city, it's bipartisan or nonpartisan, 
whatever you want to call it.\ And so I am for it, and I am for 
trying it, especially on an exjierimental basis. I don t see where 
this would hurt anybody. If a fellow thinks that he's worth more 
than $2,50 an hour, he's not going to take the job. 

And as a professional man beihg in business, and as a politician, 
too, I would much rather hire sorirbody for much more, I wouldn t 
fire somebody just to pay them less, knowing that my business 
hinges on somebody that knows what they're doing. A lot of these 
job.s don't require mental giants;\ they don't require somebody 
that's v/orth more than thv' 

So I am for it 100 percent. I am fbr giving kids a chance to work 
• so that they will learn the work ethic. That's what America is all 

(Tho prepared statement fo Mayor Tucker follows:] 
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TKSTXMONY OK NA'I lONAIj CONr''KliL\NCl'^ OL^ liLACK MAYORS, 1NC« 



prcBi^nted by 



Tliu Honorable Walt^ar Tucker 



Mayor of Compton, CaLifornia 



Monday, June IQ, 1084 



Senate Couuuittec on LAUOH.AND HUMAN UIOSOUUCKS 



Senator Hatch and other members of the Committee, I am 



Mayor Waifcer Tucker of C6mpton, California and a member* of the 
National Conference of Black Mayors, Inch's (NCBM) Board of 
Directors. Accompanying me is Michelle KouroumA, Executive 
Director. I wac asked to deliver this statement to you in the 
absence of the or^janization' s .president. Mayor Marion Darry and 
l.st Vice President Mayor Thirman Miiner who are both aooumincj 
leadership roles in the U.S. Conference of Mayors' annual pro- 
ceedings in Philadelphia; Pennsylvania* 

At the National Conference of Black Mayors, Inc . ' s 10th 
Annual Convent ion in St. Louis, Missourt, the mayorD cjrappl.ed 
with the of ten ignored, ever-oscalatincj problem of youth un- 
employiiu.Mil" w'nicli; in recent: years, hiui r(^tiched disgraceful 
ratos--appruximateLy 20^ among tcenagero/ in general — in excefifi 
f SOV, aificMKi black ycnith i 
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These youth jobless rates, several times the national 

average I have been im^lyzedt reaearcUod and debated by many 

groups; however, it is <Mear thati 

A« There is a substafvtial fraction of the youth pop^^^- 
tion that carries a heavy burden due to unemployment? 

B* There is a widening nirial differential in unemploy- 
ment experience amoi)g Kho teenage population, part of 
which is caused by direct, race discrimination in the 
labor market; 

Teenage unemployment has neg>ative long-run effects on 
future emplpya\6ility and productivity ; and 

Urban areas, especially the central cities, exhibit 
youth employment problems to a significantly greater 
degree thd^i d^es the rest of the country. 

previously federally funded youth employment programs have been 
replaced by the Job Training Partnership Act and the Targeted 
Jobs Tax Credit as the primary federal effort to mitigate un- 
employment for disadvantaged groups in thv^ labor force* In 
spite of Lht.'tio cfTorta, toonage unomploymont remains high and 
there is little hope that this trend will change in the absence 
o£ federal in I e rven tion . 

As ihciyorfi, beitvj in the Lrenchoo, f;o to speak, we are con- 
rrcjulod ;l.hiosl .laUy s^'iLli yuu:nj [.oopLc in and out uC our city 
ha nr. plca<l:iii.j for j(;bn. Youmj people w^mj: to work, but have 
not i)cen cjivon an oppo'tunity. 
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Black mayors in taXing, hy necossity, a }iarder, more as- 
tute position in capturincj economic gains for our constituents, 
have aauumed an active atance on the isBuo of employment pol- 
icy, given the recent advorae shift in federal progrnms, and 
the apparent dearth of creative ideas from any sector on youth 
unemployment. It is the feeling of many mayors that city offi- 
cials must at sot - point face the fact that youth unemployment 
affects the viability of central city areas and maXes it in- 
creasingly difficult to govern. 

The mayors' support the Youth Qnployment Opportunity 
Wage ia the result of the practical realities of maintaining 
viable urban c-aeau winch are increasingly impacted by the pov- 
erty experienced by minorities, particularly teenagers. 

It ib v/itihLn this context that the mayora support a highly 
restricted subminimum wage for youth baaed on the following 
four aroas of emphasis i 

A. The subminimum wage, seventy-five percent of the full 
minimum wage, will apply to those people sixteen to 
niiietciuMi years ot age from May 1 to September 30; 

n. The subminimum wage program as envisioned by NCIiM will 
be iinpl onion tad as a short-term demont^tration program 
Kislinu Uue^i years— lotuj unuugh to provide informa-' 
tion about the critical issues of adult workers dia- 
placement, on-the-job training opportunities , youth 
employment effects, and income distribution effects, 
yoL iiliorh uMiough to lestjen political obstacles in 
implementation of legislation; 
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C. The program must have a -strong, effective monitoring 
anci enforcement componeiic to minimize displacement of 
incumbent adult*. worker s, with civil and/or criminal 
penalties ; and 

Thore ideally must be increased linkage with the Tar- 
geted Jobs Tax Credit and the^ Jobs Training Partner- 
ship Act, with restoration of any funding cuts to • 
summer youth employment programs ($87 million). 

It is projected that such a test program^ would generate 
400,000 jots for youth in the summur . 

Even with assurances, there is still much skepticism by 
many black mayors that any relaxing of the standard wage floor 
will dicpldce adult workers; so close monitoring of the suiTuner 
tost program is imperative and is key to the program's success 
or failure. It is also recognized that the Youth Employment 
Opportunity Wage is not the Bole solution to youth unontploy- 
ment, but rather one of many approaches whic^ deserven explo- 
ration. l<it me make luysulf clear in streusing that the mayors' 
support of th^ 9 test doos not imply that we support a submini-' 
mum wage for iulult workers or Cor teenagers except during the 
sunuuer rr.onths. In fact, we believe that a minimum wage is 
necoiisary and in these dciys of escalating costs is not high,, 
enough, 'Hie mtiyore' primary concern io to address youth unem-' 
pIoymcMil. aiul Lu hiylil .ujliL It a luiLionai crisis that must be 
trecitod as a priority po that wo can provide some immedi ate 
jclinf lo Lluj Mililoim or yoUMcj people aeekiiKj omi:iloymQnt this 



Wl.Lli I. his (joal in iuIikI. we uL-cje your support of the Yout.i 



Eununer . 



KiuployiiuMit OpportuniLy Wiuje pi'CKjram. 
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The Chaihman. Well, Mayor, that was a very eloquent state- 
ment. 

Both of you have made eloquent statements here today. 

I have to admit I worked as a janitor in order to get through 
school. You worked as a busboy. A lot .of those jobs no longer exist 
today: car washers, janitors, busboys, movie ushers, bag boys and 
girls and So forth. A lot of them don't exist today because employ- 
ers just aren't going to pay to train kids that don't have any train-' 
ing or background or education, many of whom are disadvantaged. 
This bill is trying to get them that first worklife experience, even 
though it may not be what they ultimately want to be. 

I can tell you this, I was very, very proud to be a janitor vshen I 
was, because I was working my own way through school, And I had 
a young black man come to me not too long ago, and h'^ said, "Sen- 
ator,'' he said, "just give me a job.'' He said, don't care if you 
pay me. You give me a job and you help me to know how to do that 
job," he said, "I know that if I can learn how to do that job and I 
can get some training/' he said, "I can go out and I can make my 
' way from that point on." 

He said, "But I can't even get a char e." I think that's basically 
whet you are* telling me, too, ish't it? 

Mayor Tucker. Right. 

The Chairman. So if I understand both of you mayors, you are 
saying, literally, how are we ever going to know what to do unless 
we try this approach? We've tried enough of these public sector 
jobs that are make-work jobs; I guess you can call them jobs but 
tiiey're not teaching people how to work in the private sector. 

You had a comment. Mayor Hudnut? 

Mayor Hudnut. I agree with you, Mr. Chairman. I would just 
sav that J think that as we seek to solve problems of unemploy- 
^ ment in our communities, there are a number of different pro- 
grams that are useful. It's important for us to have as many op- 
tions as possible because they fit into different categories. 

It seems to me that this is an opportunity to provide employment 
opportunities for young people at lower than the minimum wage 
on an experimental basis. This proposal would help us to put to 
work some people who are now not working, And from where we 
see it out there in the boonies, at the other end of the pipeline 
from where it starts in Washington, the bottom line is the opportu- 
nities that we have to give people opportunities to work. And from 
where we see it, the more the better. 

The CHAniMAN. Well, that's great. I am pleased that 'the Job 
Training Partnership Act programs are up and running in your 
cities, and I am particularly happy to have Senator Quayle as the 
principal sponsor of that bill here with us today, And all three of 
us were strong supporters of the JTPA. And as you know, we ro 
• strong supporters to this day, and we will be anxious to learn how 
these programs are being carried out. 

As you know, that act was enacted in order to permit Indianapo- 
lis, IN, Compton, ('A, and other cities throughout this country to 
have equally effective but different typos of programs. Now, the 
bill we are^liscussing today could bo a complement to Federal, 
State, and local efforts under the JTPA, which holds out a lot of 
hope. 
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And by the way, under Senator Quayle's bill, 70 percent of that 
money goes for actual job training, where under the old CETA pro- 
grams only 18 percent of the funds went for training. So that s 
something to think about, too. ^ 

Now, do you think, in light of this, that an employer s ability to 
offer a youth opportunity wage can enhance the JTPA opportuni- 
ties and programs and can be successfully coordinated with them? ^ 
Let's start with you first. Mayor Tucker. 

Mayor Tucker. Yes, by all means, any programs that we have to 
put the mass of the youth that are unemployed to work, I am for it 
100 percent, as long as it doesn't displace adults. And this is an ex- 
perimental thing, and it's seasonal, so this is why I am for it aiore 

so. , 

The Chairman. And we put those protections in this bill 

Mayor Tucker, Right. 

The Chairman [continuing]. Against displacement of adult work- 
ers. 

Mayor Hudnut. I think it would be an important corollary to the 
JTPA effort. In our city, we have p,ut over 80Q people to work and 
mainstreamed them in to the private sector as a result of the work 
of the Indianapolis Alliance for Jobs under JTPA. We think its in- 
"'•fmitely superior to the old CETA system, for many reasons, one of 
which is that it creates, in my opinion, -a very creative spirit of co- 
operation between the public and the private sectors, and, public 
sector dollars leverage the private sector commitment, which I 
think is quite significant. 

In terms of the summer job program this summer in Indianapo- 
lis, we have a Partners 2,000 Program that was aiming at 2,000 
jobs, including 1,000 in the public sector and 1,000 in the private 
sector, No^^ >ve're up to about 2,600 jobs. 

It can be done if Government and the public sector work with 
the for-profit part of the private sector as well as the not-for-profit 
part. And I think that what you are suggesting is that .this Youth 
Employment Opportunity .Wage would be a supplement to JTPA. I 
think it's a valid assumption, that it would be worth 'trying. 

The Chairman. Well, thank you. I really appreciate both of your 
statements. I think we should quit being so negative about this and 
gef the special interests out of it and do what is right for these 
kids. And if this program will help our kids in this country who 
don't 'have V chance today, by gosh, we ■ ought to try it. A trial 
period until 1987 is all we're asking for. If it doesn t work, then 
we'll try something else. But we will be trying other things in addi- 
tion anyway. ■ TniT-.A H 

Mayor Tuc'ker. There are some categories that JTPA won t 
■ affect, so I see a lot of those people in my community that this 
would help. . , . . 

Mayor Hudnut. I don't think it s too late, either, Mr, Chairman, 
for this summer. 1 recollect— I can't remember the real specifics— 
but when I was in the Congress, we had a TV blackout bill relative 
to football games, and that thing whizzed through Congress in 
nothing fiat. In 48 hours, it was out of the House and over here, 
The only person voting against it was Jack Kemp, and it just 
moved right through. [Laughter.} ,^ 
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And it can be done. And I would hope that it's rbt too late to get 
it done for this summer. 

The Chairman' Well, thank you, I hope you will forgive me. I 
have to move to another appointment, but Senator Denton has 
kindly agreed to chair portion of the this hearihg. 

And we will turn to you now. Senator Denton. I appreciate your 
doing this for me. 

Thank you for being here. 

Mayor Tucker. Thank you. 

Mayor Hudnut, Thank you. 

Senator. Quayle. I am going to just indulge the Chair just one 
moment to make a special welcome to my industrious, hard-work- 
ing mayor from Indianapolis. I am delighted to have you here and 
am proud of what you have done in our State capital. Your testi- 
mony is appreciated. s 

I have one question I would like both of you to address. That is, 
^^who do YOU think wbuld be the hnajor beneficiary of this legisla- 
tion? The Secretary of Labor indicated that he felt i would prob- 
...ably be more to the people in between school; the ones that are in 
school but would be out during the summer and go back to ^hooL* 

Do you agree that most of the persons hired pursuant to the pro- 
posed program would be kids who are on summer vacation? What 
do you thin^ should be done to address the problems of drop-out 
youth and hard-to-employ teenagers? i 

Mayor Hudnut. Well, Senator .Quayle, I would like to see it 
broader than that. That may very well be the intent of the Depart- 
ment of Labor and the admmistration. T don't disagree with it. But 
when I think about the problems in my city, which has roughly the 
same percentages of youth unemployment and minority youth un-. 
employment that the Nation has,, it seems to me as though there 
are a lot of kids who have, if you want to put it this way, .dropped 
out and won't be-going backHo school, And if they could get a foot 
on the bottom rung of the private enterprise ladder, and if they 
could begin to climb up by getting on there for $2.50 an hour, 
whereas they might not be employed at $3.35, it seems to me that 
it's worth trying. 

And I am worried about those kids, to use your phrase which I 
used while you were out of the room, who^are slipping through the 
cracks. I refer to the kid standing on the corner smoking pot, the 
kid who's going to buy booxe because he hasn't got anything else to 
do, the kid hanging around the' swimming pools and the park de- 
partment properties, who have no future at all. 

If it would be possible for private employers to come up with 
some new job opportunities for these kids and give them something 
that would be very minimal and very entry level, it seems to me 
that it would ho worth doing. And I would hope that this kind of a 
bill, if it were enacted, would help them regardless of vvhether 
they're going back to school or not. 

Senator Quayle. OK. I jiist have pne followup question and then 
I atn going to yield to the chairman. If we are going to target this 
program to hard-to-employ teenagers— and I beliove we ought to 
give serious thought to this— then shouldn't we cbncentrate on 
17-, and IH-year-old? rather than IS- i\nd even '1'i)-year-olds? I say 
this because som ^ i:)-year-olds will have been in college a year or 
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are, hopefully, working already. The 18-year-ol* would be prepar; 
ing for college or for work on a full-time basis. Therefore, it we 
target the program for the 16- and i7-year-olds we can expand the 
prograni's effectiveness by limiting the target population to those 
kids, most in need SI" wages and training. 

I would like to just have each one of you comment on that, and 
then I will yield back to my chairman. I appreciate his indulgence. 

Mayor Tucker. I am sure you have statistics to show that prob- 
ably more kids don't go to' school or college than do. So 
talking about numbers, then you would be effectuating the 16 to 17 
and in that bracket. ^, ^< 

Senator Quayle. Yes, but if you take a 19-year-old, thats a 
person who has either been in college for a year or two, or at least 
out of high school for a year or even 2 years. If you re going to 
target the hard to employ as Mayor Hudnut is suggesting, it is a 

16- or 17-year-old kid who really needs a break in order to get his 
first job and get ,?ome training. and some experience. It's the 16- or 

17- year-old. , , ■ i i.. i 
That's one of the concerns that I have with the legislation, al- 
though I endorse it conceptually. 

Mayor Hudnut, you may want to add to that. 
' Mayor Huunut. Thank you. Senator Quayle. I think that your 
.concern is very valid, and I would be happy if, in its wisdom, the 
Congress worked the age down to 16. But I think also to include 
people under the age of 20 is not a bad id' a, because there are a lot 
of them out there maybe that have been unemployed for 2 years, 
that this could help. So just because they're 18, I wouldn t exclude 

Senator Quayle. Np, but I wa.^ thinking of a narrow definitional 
purpose, and on a program that's relatively narrow in scope, where 
our priorities in the Federal Government policy ought not be.^INow, 
if we're going to expand it and have it universal and without en- 
countering that situation, then I certainly agree. 

Mayor H-udnut. Well, if you're looking for that narrow focus, the 
16- and 17-year-olds are a real problem. 
Senator Quayle, I thank the Chair for his indulgence 
^ Senator Denton [presiding]. Well, I was pleased to defer to you 
because of the imp6rtant part you've played in related legislation, 
Se^nator Quayle. I, too. have a 4 o'clock meeting. 
Senator Quaylk. Oh. [Laughter.] 
It's going to be a short hearing." ■ 
Senator Dknton. Well, I hope Senator Grassley is here. 
I want to compliment both of you gentlemen on what I consider 
• not .only to have been eloquent statements, but also on your rather 
Solomon-like wisdoiTi, " , , , , 

I don't think that we're going to have a perfect solution here, but 
' I believe we're going to have, if it passes, a better situation than we 
have right now. •'■ ' , , 

I will Mayor Tucker, place the Black Mayors supporting this 
legislation in this record, without objection, as I have previously 
placed it in the Congressional Record. 
[Material supplied follows;] 
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RESOLUTION ADOPTEU BY BOARD OF NATIONAL CONF^RENe-E- OF BLACK MAYORS, ST. LOuIJ, 



MO.. APRIL 18, 1984 . 



"The National Conference of Black Mayors (NCBM) believes that everyone 
should earn the minlnium wage or above^ However, given the tremendous problem 
of youth unemployment and* particularly the problem of minority youth unemploy- 
•ment and glv^n the persistence of the tragedy of youth unemployment, despite 
a history of programs designed to reduce youth unemployment, He resolved the 
NCBH supports an experimental sunder youth opportunity wage program which ' 
increases youth employment opportunities whlph.^would nc^t displace youth or " 
adults^ currently employed at or above the minimum wage, and which provides 
sanctions sdfflclent to prevent abuse/ 



■ 1 



/ 



713 



75 



STATtMeNT BY BOARD GF-NATV»1HAL COHf ERtNCE OF BLAGK- HAtdRS. APRIL 1984 

"In a dramatic opening session. of the National Conference of Black Mayors, 
the urgent n'eS for now national policies to reduce un,..ployn,ont anjon ^ no ty 
youth led to the passage of a resolution In support of an experimental summer 
yoMth opportunity wage program. ^ 

"The resolution came In the face of strong argumenU against relaxing any 
aspect of the standard wage floor* " 

"At issue was the Mayors' concern that any lessening of wage standards 
veT^us Se compen ng need to develop new solutions to g.t m norl ty youth off 
♦trftre^K^nd Into gainful employment be addressed Immediately. Present 
estlmai^ of S?a!r?eenage unem^l o'yment range as highoat 75 percent. 

"A critical element In persuading the National Conference of Bl'c^ M«yo;i' 
u u, »„ ,ir,nn with the qround-breakl iw resolution was the experimental 
^^r'acter^rtre tn^tlatlJe. « 'wMl as the c?1s1s In black teenage un^ploy- 



ment. 



•The real-Hfe experience of black mayors at the grass roots level 
governml^t see ^ more and more structurally unemployed f, '"^^P?'^^*"^ 

govt.rni"tiii. :> • » . , ^ suirfner employnent - dictateu thai 

?:ill\rftnl\T^ efplrS to help now tl A the problem. 

. ^ fh.t thPiT leadership on the subject will lead to a con- 

structl^rdTSroru/wfthrr^hrnlilin f rnd ?ocal black ccmunltles on how best 
to assure mainstream employment for black youth. 

"Th. fp;,r exoressed by some mayors was that support for this youth measure 

penalties." ' ' ■ { 

### 
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Mayor Hudnut. Mr. Chairman, could I interrupt for just a 
second 

Senator Denton. Surely. 
* Mayor Hikunut. [continuingl. To clarify a point. Originally, 
Mayor Cook had been expected heYe, the mayor of East Orange, 
NJ. But the gentleman before you is the Honorable Walter Tucker, • 
mayor of Compton. 

Senator Denton. All right. Mayor Tucker. I am sorry. 

Mayor Tucker. That's all right. 

Mayor Hudnut. Mayor Cook ai^d lVIayor Milner of Hartford were 
detained at the U.S. Conference of Mayors, where Mayor Tucker 
and I came from in order to be with you, thinking that our. time 
would be better spent. 

Seftator Denton. Well, I apologize. Mayor Tucker. And I will 
place the resolution in the record. ^ 

We know the horror stories about the young people' turning to 
crime, drUgs, and alcohol and other unproductive pursuits when 
they are unable to find constructive employment during the 
summer^ 

As mayors— I agree with you; you are closer to the problem;'! 
haven't been in the Senate very long, but I am of the opinion that 
the people closer to the problem have more accurate perceptions 
than we up here do. From that perception, do you think that m'jj 
speculation about the effects of youth unemployment on teenagers' 
behavior is exaggerated? Do yop feel that there is a real improve- 
ment to be made there? . * . . 

Mayor Tucker. That's part of the problem. As the old saying 
goes, *^An idle brain is the devil's workshop.** And really, when you 
don't have anything to do, you can get into^all sorts of— good kids 
from good families, fairly good, upstanding families, they have to 
have something to do. They have to get back to work and they 
have to have a sense of responsibility and earning. And they have 
to learn that anyway. That's the American way. And if by any 
means Congress can do this to guide them and help them, we ap- 
preciate all the help we can get. • 

Senator Denton. Well, I must say I am supposed to.be sort of a 
super-conservative^but I have said to black and white audiences m 
Alabama, Democratic and Republican— and there are not 'that 
many Republicans— 1 think the .most conservative people in the 
terms, that I am conservative are the black people who have had 
lives like yours, who have been exemplary in the way thev have 
performed not only in the business sense or the professional sense 
but also in the family sense. The South is loaded with them.^And I 
like to get them out fro^t to, be the spokesmen for. this sort of 
thing, irrespective of party or race. And it's a weird political lin|rup 
we 'have in this country, with that being the case. [Laughter.] 

Mr. Hudnut, yoU mentioned a concern, I think, about paperwork 
in this. Is there some specific remedy, or did I misunderstand .you, 
that you would prefer? \ , . , 

■ Mayor Hudnut. Sir, the suggestion that I was makmg Was that 
if we'vvanted to eliminate what could be a paperwork problem for 
the employer, then we exempt from Federal inconie tax* withhold- 
ing all these youngsters who are receiving the youth wage. The 
reason for the suggestion is that the paper would not have to -be 
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filed in which an employee has to complete a W-4 form to try to 
claim the exemption by affirming that no tax was paid the previ- 
ous year, so no withholding deductions should be made this year. 
And most employers are skeptical. . , u ' fu« 

It's just a problem that I think could be eliminated, because the 
chances of these youngsters ever achieving that minimum taxab'e 
level of income are remote while they're on the youth wage. 

So I suggested to the committee that it might want to consider 
shortcutting all that, the unnecessary papervyork, expense o 
making the deductions from each paycheck and the government 
wasting some of its money issuing refund checks and so torth, just 
to grant the exemption. . , . o 

Senator Denton. Do you agree with that.-* 

Mayor Tucker. Right. Very good" suggestion. 

Senator Drnton. Well, I promise you that I will pursue the possi- . 
bility of simplifying that or eliminating it entirely. I know that tor 
my first four children in the Navy I was filling out income tax 
forms needlessly because I didn't have to pay any tax. I didn t have 
enough money, It took a lot of time to dp that I cant see any 
reason for teens to be subject to withholding under this bill, but 
there may be others who know more about it. 

I want to thank all four of you for your appearance here and 
vour very valuable testimony, And I hope, you have a good day. 
You can expect to receive questions in writing from us, and we ask 
for your prompt response. 

Mayor Hudnut. Thank you, Mr. Chairman. 

Senator Denton. Thank you. 

Mayor Tucker. Thank you, Mr. Chairman. 

Senator Denton. This committee has heard testimony in the past 
from the next set of organizations represented. Jhey are no strang- 
ers here. Dr. Maurice Dawkins is Washington Director for the Up- 
portunities Industrialization Centers, Inc., better khown as OIC, a 
national training organization focusing on the needs ' :onomiuM- 
ly disadvantaged minority youth. „ 

Mr Angel Lopez represents the National Board of SER-Jobs lor 
Progress, a national group assisting Hispanic young people to 
obtain training and support. , v ^,.a 

. I understand Mr. Alarid is from the American GI Forum, and he 
will not be with us today, but that Mr. Lopez has consented to rep- 
resent that organization. Is that correct? 
Mr. Loi'EZ. Yes, sir. 

Senator Dknton. Thank you, sii. . im 

I want to thank you for coming today. Your views are very im- 
portant, and I will ask Dr, Dawkin.^- to go ahead with his state- 
rnent. 

ST VTKMKNT OK I)K. MAI RICK A. DAWKINS. NATIONAL DIRKCTOR 
oV (a)VKKNAlKNT RELATIONS. OH'ORTrNITlKS INDIISTIUALI. 
ZATION CKNTKRS 

Dr Dawkins. Thank you. Mr. (Chairman. Mr. Chairman, my 
name is Maurice Dawkins, I am the nationa director o Govern- 

ent relations for the Opportunities Industrialization Centers ot 
America Inc, jOlCj, 1 have come to represent our board chairman. 
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the Reverend Leon Sullivan, and our national executive director, 
Mr. Elton Jolly. Unfortunately, prior commitments prevent Dr. 
Sullivan s appearance, but he sends his best regards to the chair-, 
man and to the members of the committee, mi\ny of whom have 
supported the efforts of our self-help job training programs through 
the years. 

I might add, Mr. Denton, we have in central Alabama a very fine 
program led by a lady named Connie Harper. Your support for 
that program has been deeply appreciated. 

Mr. Jolly, who is in his own right an outstanding educator and 
the founding chairman of the National Youth Employment Coali- 
tion, has asked that I request permission to submit a supplementa- 
ry statement from him as an appendix to this testimony, if you 
would grant permission for that. 

Sen^^.tor Denton. Without objection, so ordered. 

Dr. pAWKiNS. Now, Mr. Chairman, I am pleased to have this op- 
portunity to share my thoughts with you about today *s youth em- 
ployment crisis, the c/era)l critical employm.ent and training issues 
which provide the background against which the youth opportunity ' 
wage legislation can and must be dealt with by the Labor and 
Human Resources Committee. 

Let me begin by recalling some of the history going back to the 
riots in Watts, T,os Angeles, when I served on a task force sent out 
by President Johnson to determine what the Federal Government 
should or should not do about the crisis. As a former president of 
the Los Angeles NAACP, I had watched with frustration and anger 
as the city officials and Ttate authorities in California neglectel 
the festering sores of racism and poverty and the cancerous growth 
of joblessness, hopelessness, and despair creating the conditions 
which led to the riots. 

As an assistant director of the National War on Poverty, appoint- 
ed as a result of the aggressive efforts of the former chairman of 
the House Education and Labor Committee, the late Adam Clayton 
Powell, I was charged with the responsibility of recommending 
what policies should be considered most desirable and most likely 
to succeed in changing the conditions or defusing ihc bomb before 
it exploded, before a crisis became a disaster. 

\t this time, Mr. Chairman, almost a quarter of a century ago, 
the youth were the focus of our attention. They smashed the win- 
dows, robbed the stores, firebombed the buildings, in a systematic 
and semiorganized fashion as well as in a systematic and unorga- 
nized fashion. At this time, the labor unions, the black congress- 
men, the civil rights leaders, were all amazed that nobody knew 
who these young people were. We later met with the sons of Watts 
and other emerging leaders, and the message was always the same: 
''We want jobs. We want to control our own lives. We want jobs. 
We want to have our own 'Tuney. We want jobs. We want to pay 
our own way. We want jobs." Jobs, jobs, jobs: the theme song was 
always the same. 

Now, Mr. Chairmani as you know, more than most, the national 
policymakers decided that they did not want to reward the rioters 
by pouring in money. The big debate over the so-called big spend- 
ing programs and private sector responsibility went into high gear. 
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Then came the many confrontations, the' assassination ol Dr. 
King, additional riots, the poor-people'3 march led by Dr. Aber- 
nathy, the li)7() manpower trainmg legislation, the ^proposals tor 
.outh legislation to try to turn the situation around. \ 

And finally, Mr. Chairman, I want to remind yoi^i that it is 
against this background and under these circumstances that UlC 
was born in 19(14 and shared in the historymaking events and the 
legislative process that accompanied them. . 

Against this backgroand, 20 years ago Leon Sullivan began walk- 
ing the halls of the Congress, knocking on doors, shakulg hands, 
persuading minds, pounding on tables, trying to get sdmething 
done to help America's young people. This same Leon »ulljvan en- 
listed the help of a broad cross-section of Members of the benate 
ranging from Senators Goldwater and Hatch, as conservatives, to 
Senators Kennedy and Randolph as liberals. . , , 

Cosponsors of OIC legislation over the past 20 years have includ- 
ed the names of Weicker and Dole, Long and Pell, Thurmond; Staf- 
ford, Metzenbaum, and Riegle of the 1984 Labor Committee, and 
many others in the 98th Congress, 2d session. , , r 

Mr Chairman, Dr. Sullivan succeeded in getting the help ot 
Chairman Hatch in the State of Utah and worked to -issure a tran- 
sition from CETA to the JTPA which would make possible 70 per- 
cent of the funds for training, the involvement of business in pol- 
icymaking, and a commitment to include community-based organi- 
'/a.tions of demonstrated effectiveness, x, , t-a i 

He joined in the bipartisan effort to get a Youth Employment 
Demonstration Act passed, and of course, organized the nationwide 
hire-a-youth campaign among small- and middle-size business 

owners, ^ , • j j „ t ^„ 
Senator Dknton. If I may interject. Dr. Dawkms, you did got my 
personal support here, too. I was a big supporter ot that and suc- 
ceeded in getting several rather important amendments attached, 
something to protect displaced homemakers and the percentage ot 
the elderly who were made eligible. I had something to do with 
that. So although you thought you were going to be talking to Sen- 
ator Hatch, I am pleased to • 

Dr Dawkins. I might add. Senator Denton, that Connie Harper 
would be very angry with me if I did not appreciate the thmgs that 
you had done, coming from Alabama. 
Sonator Denton. Thanks a lot, sir. , , r. .-i- <.u- 

Dr. Dawkins. It is against this b'lckground that I testily this 
afternoon on behalf of S. 2087, Senator Percy's Youth Employment 
Opportunity Wage Act. This act is desperately needed at this nme 
to reach the unreached minority teenage population, whose unem- 
ployment rate is MO percent average and as high as bO to 70 percent 
in some pockets of severe economic distress. We know that many 
youth are unemployed because they lack the skills and are unable 
to find jobs even in the summer when youth employment is at its 

''^'We know that thev are hanging out on the street corners, easy 
nrev for the dope pushers and criminal element, easy targets tor 
irresponsible leaders, and beginning their certain journey to per- 
manent unemployment and the development ot a permanent un- 
derclass. 
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We know that Wir too many of our black youth have no basjc 
skills. They can't read. They have no v^riting or coiroutation skills. 
That is v/hy Reverend Sullivan aftei* 20 years of successful oper- 
ation, training more than 700,000 Americans, has sought a new 
system of prevocational training through legislation to undergird 
the national vocational education system. That is S. 2289, a Prevo- 
cational Training Act. 

That is why I am here this afternoon to state that the OIC of 
America supports the recommendation of Secretary Donovan and 
Senator Percy for the youth opportunity wage bill to make possible 
an all-out effort by the private sector to hire at least 400,000 unem- 
ployed youth. This demonstration project for 4 months, through 
September, can serve as a stopgap to meet the immediate summer 
problem. 

It still won't be enough, but it will help. And it s better than 
nothing. 

Our organization, operating in States and 140 communities, 
has seen the tragedy of ou youth, unskilled, jobless, and hopeless, 
on the street corners, in the pool halls, taprooms, and in crime-re- 
lated activities; 

Reverend Sullivan, angered and distressed by this picture, criss- 
crossed the country to elicit support of the chambers of commerce, 
manufacturers, and employers of small, middle size, and large busi- 
nesses, calling on them to hire at least one youth in each business. 

/Americas youth must not be sacrificed on the altar of theor'es 
and doctrines and conflicts about the minimum wage. Our board 
members and our chairman. Reverend Sullivan, our director, Elton 
Jolly, all believe in a minimum wage as a matter of public policy. 
But we say we would rather have hundreds of thousands of our 
youth employed at $2.r)0 per hour on a summer job than unem- 
ployed at no dollars an hour on the street corner. 

Mr. C'hairman and members of the committee, we cannot have 
on our conscience the destruction of young lives, the social explo- 
sions in our neighborhoods that could develop if we fail to take 
action. We say that something must be tried. Why not try the 
youth employment opportunity wage? We will be the guilty ones if 
we do not try. 

If we don t cry out, the very rocks will cry out, ''Do something. 
Do something besides disagree. Do something besides partisan poli- 
tics. Do something that concentrates on the youth and riot on our 
disagreements oyer the minimum wage.'* 

Reverend Sullivan says we need a nonpolitical solution or a bi- 
partisan solution to today's youth crisis before it becomes tomor- 
row's youth disast(»r. 

I want to thank you. Mr. Chairman, for providing this opportuni- 
ty to express our' views on this critical issue. Your committee faces 
many pressur-es from all sides on an issue of this kind. It is our po- 
sition that this issue of America's youth is an issue thai affects 
America's futur'e. It is a moral ii'sue and deserves positive action by 
mor*al men who have the mor*al courage to stand up against the 
pr(»ssur(\s and take a stand in spite of opposition. 

So I \v(;ul(i hope that this committee would send a signal to the 
unemployed youth of this Nation that somebody gives a damn, 
somebody cares, and party politics and presidential campaign am- 
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munition is not what those hearings in the House and Senate are 
all about. 

I would hope and pray that facing this human tragedy, this com 
mittee would take humanitarian action and unanimously vote 
**yes" for youth and give them an opportunity for summer jobs that 
would not otherwise be available. 

Senator Dknton. Thank you very much, Dr. Dawkins. I permit- 
ted you to run over because I thought you were going to read your 
little poem there. Did you read those two things? 

Dr. Dawkins. I wanted to read it, and I was afraid I might run 
over if I read it. May I just ask your indulgence 

Senator Denton Yes. I thought they were pretty goodv 

Dr. Dawkins [continuing]. To say that the late Martin Luther 
King once stated about progress and civil rights, "We ain't what 
we want to be. We ain't what we ought to be. We ain't what we're 
gonna be. But thank God we ain't what we wuz." 

It is in that spirit that I would paraphrase his remarks and say, 
**It ain't what we want it to be. It ain't what it ought to be. But it's 
a hell of a lot better than nothing." [Laughter.] 

[The prepared statement of Dr. Dawkins follows:] 
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Mr. Chairman, 

My name is Maurice Dawkins. I am the National Director 
of Government Relations for O.I.C. of America, the Opportuni- 
ties Industrialization Center. 

I have come to represent our Board Chairman, the 
Reverend Leon Sullivan h our National Executive Director, 
Mr. Kltcn Jolly. 

Unfortunately prior commitments prevent Dr. Sullivan's 
appearance, but he sends his best regards to you, Mr. Chair^. 
man, and to the members of .your c:>tn.. ctee, many of whom have 
supported the efforts of our self-help job training'" program 
through the years. 

Mr. Jolly, who is in his own right an outstanding edu- 
cator and the bounding Chairman of The National Youth Employ- 
ment Coalition, has asked that X request permiss.\on to sub- 
mit a supplementary statement from him as an appendix to this 
testimony . 

Now, Mr, Chaxrj;nan, I am pleased to have this>- opportunity 
to share my thoughts with you about today's youth employmtmt 
crisis! and tht? overall critical, employment and training issues 
which provide the background against which the youth oppor- 
tunity v/aqt?. Icjgislation can must be dealt wth by the tabor 
and Human Resources Committer. 
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Let me begin by reculliuy some of the history, goincj 
back to the riots xn Watts Los AnoeU^t?, when 1 ser^red 6n 
a tasK force aent ovit by President Johnson to determine- 
what the Federal Government should or .shourd not do abaut 
the crisis. 

A3 the former orosident of t.ho Los Anr^elas WAACP-, I 
had watched with frustration and anger as the city officials 
and State Authorities :).n California neglected the festering 
sores of racism and povtirty and the cancerous qrowths of 
jcbleasnybs, hopelessnes.? and despair create the conditions 
wh 1. ch 1 ed t o «Lh c i o t . • 

*As an Assistant Director of the watiopal War on Poverty— 
tippoint(id as a result of the /igores-sive efforts of the former' 
Chairman of th • Hou.'se Educatiop and L^ibor Conim.itte>3, the late 
Adam Clayton " Powell . I waa chargi>ci with the responsibili.ty of 
recommend what policies; should be considered most desirable 
an^ most likely tc succeed in changing the conditions or 
"defusing the bomb'* before it exploded. Before a crisis be- 
came a disastor. , 

At this time almost a quarter century ago. the youth 
were the focus of our att^jntion - they M^PAslied the windows, 
robbed the stores and fire bombed the buil^irtgs in a system- 
atic and s/'jmi-organi^^d fashion, as well as in an unsysterh- 
■.\tic atid unoxganized fashion ♦ 
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' At this time the Labor Unions, the Black Congressmen, 
the Civil Rights leaders were all amazed that nobody knew 
who these young people were. We later met with the Sons of 
Watts and other emerging leaders and the message was always 
£he same - 

We want jobs - we want to control our own lives - 
We want jobs, we want to have our own money, we 
want jobs — We want to pay our own way. We want 
jobs - Jobs Jobs Jobs. The theme song. was always 
the same. 

So. Mr. Chairman, as you know more than most, the 
Nationc:^! Vulicy Makers decided that they did not want to 

reward the -.loters by pouring in money. The big debate 

t} 

o^i^r t'he so called, big .^pending programs and private sector 
•J 

responsibility went into high gear. 

Then came the many conflrontatiou^ - the assasination 
of Or. K.in'3, additional riota - the Poor Peoples' march led 
by Dr. Abernathy. Thf: 1970 Manpower Troining legislation. 
The proposals f6r Youth.U-gislation to try and turn t^e 
b*i tuition ar<?^und» 
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Then finally, Mr. Chairman, I want to remind you that 
it is against this background and under these circumstances 
that OIC was born in 1964 and shared in 'the history-making 
events and the legislative process that accompanied them* 
Against thip background 20 year^) a^go Leon Sullivan bpgan 
walking the halls of the Congress, knocking on doors, shaking 
h.'":ds, persuading minds, pounding on t«abies, trying tq get 
something done to help America's young people. 

This same Leon Sulliva^ ,^nlisted the help of a broad 
cross-i^ection of .members of the Senate ranging from Senators 
Goidwat^Kj 4< Hatch conservati\j^es^ to Senatorj.Kennedy 6< Randolph 
.Liberals « Co-5ponisors of O.I.C. Legislation ever the past 
20 years have included the names of Weicker & Dole, Lona ^ 
Pell, Thurmond, Stafford, Metzenbaum & Reigle of the ,1984 
Labor Committee and many otht^^ in the 98th Congresij second 
sessign. ^ . 

Mr. Chairman, he succeeded in getting your help in 
connection with our O.I.C. work in the State of Utah and he 
worked to assure a transition from C.E.T..A. to J^.T.P.A. 
which would jnake possible 70?^ of the funds for training. 
The involvement of business^ in policy making, and a commit- 
memt to include commUfflty based organizations of demonstrated 
effectiveness. He joined in the Bi-Partisan effot'^to get -i - 
Youth Employment Demons tratio^i passcid A of course organized 
the nationwide hire-a. youth campaign among small 4< middle- 
sized busniess owner?/. 
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It' is against this background that I testify this 
afternoon on behalf of S2687, Se'nator Percy ' s' Youth Employ- 
inent cfpportunity w\qe Act.. ^ ' 

■ This Act is desparately needed at this time to ,reach 
the unreached minority teen-age population where unemploy- 
ment rate is 36 percent average and as hiqh as 60 to 70% in 
some packets of severe, economic distress, 

We know that many youth are unp..tployed becc^^use they • 
lack the Skills) and are unable t find jobs even in the 
summer when youth employment is at its peak, 
« «« 

We know tn. c -they are hanging out on the street corners, 
easy pr^^y foi^ the dope pushers and criminal elements easy 
targets for irresponsible leaders and beginning their certain 
journey to permanent unemployment and the development of a 
permanent, underclass, 

We know that far too many of our stack^ youth have no 
basic skills. They can't read, fhey have no writing or 
computation skills. That is why Rev,* Sullivan, after 20 
years of successful operati,orr. train ing more then 700,000 
Americans hss sougV.'t a new system of pre-vocational training 
through legislation to undergird The National Vocational 
Education System. (Sa^xt^J 
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At the same time, Rev.' Sullivan is keenly aware that 

neither his legislative proposals nor any of the Youth pills 

currently being considered by the Congress will be pasied 

and signed into law in time to deal with this summer ' s, .Youth 

Employment Problem unless the President and the Congress 

dom^ to some agreement. on an Emergency Action Plan of some 
(. 

kind. ,. ^ . * ' . 

That is why I am here this afternoon to state that the 

O.I.C. of America supports the recommendation of Secretary 

Donovan & Senator Percy for a Youth opportunity wage ^^11 to 

t ■ t ' ■ ^ 

make possible an all out effort by the private sector to 

hire 400, "00 unemployed youth'. This demonstration project 

for four rv.onths- through September — can serve as a 

stop-(5ap t<$ meet the j^ediate summer problems. 

It still won't be enough — but it will help — and its 
better than nothing. Our Organization, operating in 35 
States and 140 Communities, has seen the tragedy of our 

youth unskilled, jobless and hopeless on the street corners » 

in the pool halls, the tap rooms and cr ime x. ela t ed 
activities. 

Rev. Sullivan, angered and distressed by thisi picture 
criss-crossed the country to enlist the support of tjt^e chambers 
: of Commerce, manufacturers and employers of small, midd le-- si zed 
and Icirge business-^-calling on them to hire at least one youth 
in each business. 1^ ■ ' , 
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America's yt)Uth must not be sacrificed on the altar of theories 
doctrines and conflicts about the minimum wage. 

Our Board members and our Chairman Rev. Sullivan, 
our Director, Elton Jolly, all believe in a minimum wage as 
a matter of public policy— but we say we would rather have 
hundreds of thousands of our youth Employed at $2.50 per ^our 
on a summer job th ^n unemployed at no dollars an hour on the 
street corners. , 

■* The late Marting Luther King once stated about progress 
in civil rights: ' » ^ ^ 

"We ain't what we want to be 
we ain't what we ought to be ^ 
We ain't what we're gonna be 
But Thank God We Ain't What v/e wuz. 



In that spirit, I would paraphrase his remarks and say, 

i ' 

"It ain't what we want it to^be 
It ain't what it ought to be ^ 
But its' a hell of a lot better 

Than Nothingl - ^' V - 

■ Mr. Chairman & m^rrioers of^ the Commitftee, Ve cannot have 
on our conscience the destruction of yomng- lives and the social 
explosions i^n our neighborhoods that could develop if we fail 
to take action. We say that something , must be tr^ied. Why not 
try the yo,^th employment opportunity wage^ will be the guilty 
ones if we do not try. 
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We drive down the streets and see -the kids on the street 

corners. We hear of the pockeji books snatched^ the senior. ^ 

citizens- mugged, the old ladies raped^ the shop keepers robbed. 

We knUjw of the idle hands that become the devil's workshop. 

■ t 

Yes and even teenage gangs stabbing & shooting each other. ^ ^ 

If. we don't cry out - the very rocks will cry ouf Do 

^omethingl - Do Something besides disagree— Do something*^ 
besides Partisan PoU'^ics^ Do Something that concentrates 
'^on the youth and not on our tjdisagreements over the rinimum • 

wVge Rev. Sullivan says we need a. non-political solution 

or a Bi-'Partisan solution to today's youth /:risis before it 
becomes tomorrows youth disast^^r. Rev, Sullivan says, . 
''I give the 3111 my conditicnal support 

an experiment and I th:Lnlc it should be 
t|*ie(J. Because there are millions <^f yoimg 
people in the'^cities of America who are 
uiieiiiployed and they need to be employed and 

put to v/ork in the shimmer ira some way. 

• ■ « 

Something must be tried. We must try with ' 
everything we can to help make this happen* 

> 

'jE am supporting the^l5ill -with the under- 
standing thiarb^t will be •■an e:jqperiment. 
,yhat i,t must oe closely nonitoredl that it 
irust be evaluated^- that we must be sure that 
iio adult v/orker Is ^ displaced and that no' ' ' 
youth' already 'worklng/5,t minimum v/age is 
Replaced and that the standard of the ^ 
.. ijiinljnum v;age of full tine v;orkers v;ill not 

be altered in any way. The youth unemployment crisis calls foi 

• • non-political considerations'.'' ^ ' /9 
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Thank you. Mr. Chairman for providing this opportunity 
to express our views on this -critical issue. Youi committee 
faces many pressures from all sides on an issue of this kind. 

It is our position that this issue .of America's youth is 

an issue that affects America's future it is a moral issue 

and deserves positive action by moral men who have the moral 
courage to stand up against the pressures and take a stand in 
spite of opposition. 

i 
I 

You, Mr. Chairman, hjave demonstrated your willingness to 
take such a position many 'times. As I look at the members of 
- committee I see men whose ■ records are a living testimony 
f '-.er willingness to pxit principle above politics and corn- 
bine i'^ealism with pragmatism. 

So, I would hope that this committee would send a signal 

to the .unemployed youth of this nation that somebody gives a 

Damn^ That s^omebody caresf.^hat Party Politics and Presidential 

campaign ammunition is not what these hearings in the House 6« 
Senate are all about. 

I would hope and pray that facing this human tragejSy this 
committee would take humanitarian action and unanimously vote 
"Yes for Youth" and give them an .opportunity for suinmer jobs 
that would not otherwise be available. 
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Senator Denton. Thank you, Dr. Dawkins. 
Mr. Lopez. 

STATEMENT OF ANGEL LOPEZ, VICE CHAIRMAN, SER-JOBS FOR , 
PROGRESS BOARD OF DIRECTORS, AND REPRESENTING AMER- 
ICAN GI FORUM ' 

•iMr. Lopez. Mr. Chairman, thank you for this opportunity \o 
appear before you this afternoon. I am Angel Lopez, the vice chair- 
man of the SER board of directors. 

With 18 years' experience in the job training business, SER has 
become particularly sensitive to the employment problems of mi- 
nority youth. Time and again we have witnessed employers telling 
our job developers that the employee they are looking for should be 
young, have lots of experience, have a stable personal life and a 
family. Time and again, in response our job developers respond 
that apparently in that case- the employer wants to hire the par- 
ents and not the child. 

As a member of this distinguished committee, you are familiar 
with the deplorable statistics of youth unemployment, You know 
that already high unemployment rates will soon be even higher 
during the summer months when school is out. We know that you 
have wrestled with a number of difficult choices and alternatives 
as you have sought an effective means to address this national 
tragedy. ■ . 

At SER we have always supported minimum wage legislation. 
We have tried always to support the interests of the American 
working men and women. Today we wish to reaffirm that support 
and that commitm'eht as we urge the committee to act favorably on 
a temporary differential wage for Americans youth under the age of 
IP 7 

* We support the legislation before you just as we have supported 
other innovative, bold, and experimental legislation introduced by 
you from time to time combat the very serious problems of 
/youth unemployment Ii 'R we operate the only job corps center 
in the Nation adminiiiteieu jy a minority community-based organi- 
zation. We administer^ probably the only career-oriented multicul- 
tural alternative high school in the Nation, right here in Washing- 
ton, DC. ?' . . 

In addition, we^have participated in a number of experimental 
-youth programs, school-to-work transition, and career exploration 
i^rograms. We understand the problem of youth unemployment, 
a ,d we have not turned our backs on innovative approaches to deal 
With thst problem. 

To protect the interests of our youth and adult workers, I would 
urge the committee to incorporate the following^ provisions in the 
legislation. 

First of all, have safeguards to prevent ihe displacement of adult 
workers by youth. We would hope that the legislation be in effect 
only for the summer months and apply only to youth 18 years and 
younger; that the Secretary of Labor be authorized to conduct the 
appropriate labor market studies after this legislation has been 
passed, to detern)ine what effect, if any, the legislation has had on 
the creation of new jj;)bs, the possible displacement of adult v'ork- 
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ers, and a decrease in youth unemployment, and finally, the 
impact on minority youth, ' .. 

Also, that-that legislation be covered by a sunset provision allow- 
ing it to expire if it fails to accomplish its stated goals or achieve 

the desired results, .... t 

I am certain we can all remember our first jobs, just as 1 remem- 
ber mine and the fact that I was not paid the minimum wage. 1 am 
equally certain that if my first employer had been required to pay 
me the prevailing minimum wage, I would not have been em- 

^^Therefore, I urge this committee to pass the legislation before 
you The youth of our country needs the experience of being wage 
earners. Let's net deny them that privilege and that responsibility. 

Thank you. ' - 

Senator Denton, Thank you, Mr. Lnpez. 

Gentlemen, Dr. Mary Berry was reported in William Raspberry s 
Washington Post column last week to have endorsed the concept ot 
a special wage as a tool to alleviate youth unemployment but it 
would be for blacks only. May I ask you, in turn, what you think ot 
that idea. Dr. Dawkins? , o n- u 

' Dr DAwKiNS. Well, I might quote Reverend Sullivan, who says 
that we need black power and we need white power and we need to 
put the two of them together to make American power. 

We cannot be exclusive. We must be inclusive. There are poor 
people who are black. There are poor people who are white. 1 here 
are poor people of all races. And all poor people ought to be target- 
ed, from our point of view, wherever they are. 

And so I would oppose anything that exclusively is targeted for 

Senator Denton. And you, too, I am sure, Mr. Lopez, be- 
cause , , " , . . 

Mr. Lopez. Coming from Chicago arid having offices^throughout 
the country, we address the needs m youth regardless o. their back- 
ground, or their race. And I think it's very important that this 
youth bill be addressed as such, that poor people ai-e poor people 
and they need food to eat regardless of their color. They go just as 
hungry no matter what color they are. 

Senator Denton. I mentioned before that I was a prime sponsor, 
along with Senators Quayle, Kennedy, and dlhers, of the Job 1 rain- 
ing Partnership Act. And I can appreciate the support of your re- 
spective organizations for federally sponsored job training pro- 

^''*The' meeting I am late for at 4 o'clock in my office is to talk with 
some Federal and State people on the subject of a program called 
CITY— C-I-T-Y— which in Alabama has achieved a reputation for 
being worthwhile. I won't bore you with the details, but the ques- 
tion is relevant to what CITY tries to do. However, what happens 
to those kids who cannot be served by such programs if they can t 
get a job on their own for m.'^'^ an hour, do they just lose out alto- 

^'^^'Hr'' Dawkins. 1 would think. Mr. Chairman, that we must recog- 
nize that there is a larger universe of need out there than our stat- 
isticians and researchers tell us about, a lot of uncounted, undis- 
covered, un-uncovered young people out there. I would say the 
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number is maybe twice as many as we think there are, who are not 
going, to get any kind of job with the existing programs and exist- 
ing plans for programs. 

We need to do something more than is now being done. I think it 
was— I hate to quote Martin King so often— but he did say we^.have 
to ticcept the fact of the darkness when the lights go out afid we 
have to be willing to light a candle rather than curse the darkness 
and we have to be willing to do things that have never been done 
before. 

And I think we have to do something here to^reach those un- 
reached that has never been done before. And it needs to be done 
in the private sector. It needs to be done with the employers. 
They're the ones that have the jobs. The unions don't have the 
jobs. The churches don't have the jobs. The lodges and fraternal 
groups may have a few little jobs, but they're so minute. But em- 
ployers have jobs, and the employers need an incentive to want to 
go beyond what they're already doing. They need something posi- 
tive. The negative approach doesn't get them going. You need a 
positive approach, to get them going. 

Mr. LoPKZ. IN/Ir. Chairman, the youth of our country need jobs, 
and it would be ideal if there were enough jobs out there to provide 
a job for each^and every individual out there, irwotlld be ideal if 
this subminimum wage would also provide the jobs^for each and 
every one out there. 

But to be realistic, that's not^oing to be possible. I do believe 
that as a result of this bill, it Mftld encourage the private sector to 
take the initiative and start to develop and create more jobs, so 
that, in essence, the bill would in fact provide the jobs, additional 
jobs that would normally not occur if we stayed with the normal 
$3.i}5 an hour wage. 

Senator Denton. You particularly, Dr, Dawkins, have stressed 
bipartisanship. And I believe we need il, not only in this field bUt 
in the field of security. I hav6 seen Democrats and Republicans as 
parties sort of shift sides on issues during my lifetime. And I don't 
think it's unimportant that your two respective organizations have 
endorsed legislation to create a youth opportunity wage for the 
first time and we are talking on a bipartisan level. 

Would y^u care to add anything to what you have already said, 
because I consider this to be an essential ingredient for national 
survival, no less, the bipartisanship on the survival issues. I can t 
see choosing up sides and spitting across lines of party, race, femi- 
nist; homemaker, or whatever. I don't see any utility in that. Could 
you tell us any more about your impetus for endorsement of the 
bill and for the willingness of your organizations to break with the 
traditional positions? 

Dr, Dawkins. Mr. Chairman, 1 would be glad to do that From a 
political perspective, we are afraid that the House, being controlled 
by the Democrats, will pass the Hawkins bill and neglect the youth 
opportunity wage, and that the Senate, being controlled by the Re- 
publicans, will pass the youth opportunity wage and the Kennedy- 
Hawkins bill might be neglected. .,^) 

The only ones that would suffer would be the youth. The Presi- 
dential v.(unpaign will find both sides using whatever their results 
were, in the debates. But the youth will still be out there. 
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' So our concei-n is to have this bill, as training has always been a 
bipartisan issue in this Congress— somehow we've managed to keep 
employnient and training as a bipartisan issue— we would urge ear- 
nestly that the Republicans and Democrats in this case go beyond 
politics of a partisan nature and, look at the problefn and say: ■ 

.Let's do maybe both things or a combination of the two thi:it,'s, but certainly let's 
not do no things. Let's do something, using this Youth Opportunity Wage for the 
Ijirivnte targeting and using whatever else can be done to supplement that. 

As 1 remember, the, President himself and the Secretary said 
they were for the $100 million supplement and they're also for the 
Youth Opportunity Wage.' Certainly, if they do botK, there will still 
be some youth that^ won't be reached. 

' Mr. Lopez, Mr. Chairman, I would encourage ' h D^fmocrats 
and Republicans to go along the streets of Chicago and the inner 
• city, or to go along the barrios gf the Southwest and to debate the 
issue amongst the youth of our country that need the jobs, to 
. debate the issues on an intellectual plane in Washington and ne- 
glect our youth that are going away from jobs and in desperation 
are turning to crime is a shame. It is a shame that we should even 
consider that politics should play a role in this critical issue. 

I think if they would just take a walk down the streets of Chica- 
go, the Bijonx or the barrios in the Southwest of this country, they 
would quickly realize that bipartisan politics is the onlyway to go. 
There has just got to be more 'than Democrats and R^ublicans, 
but most of all Americans, working together to see what's in the 
best interests of this country. 

Dr: Dawkins. Time— just one thing, Mr. Chairn'.an— and that is 
that time is so important. If an emergency action pla,n could be 
agreed upon by this committee, members on both sides of the aisle, 
and we could get people on the House and get something to the 
President to be signed, I am sure the President would cooperate 
with some kind of flexibility also. So we'd get something happening 
quickly rather than debate until it's too late to do anything. 

Senator Dknton. 1 want to thank you very much for your testi- 
mony, gentlemen. And 1 share your hope. And you will be receiving 
written requests, questions in writing, And I hope you will respond 
promptly. I wUl be quoting both of you on the floor of this body as 
we deliberate prior to oyr. voting. Thank you very much. y 

Mr. LoPKZ. Thank you, Mr, Chairman. 

Dr. Dawkins. Thank you. Mr. Chairman. 

Senator Dknton. We will hear next from Mr. Ray Denison, the 
director o'.' the department of legislation of the AFL-CIO. ^ , 

I understand you intend to change the tune here a little bit, Mr. 
Denison,' You are welcome to give your point of view, and please 
begin your testimony. 

ST\*rKMKNT OF R,\Y DKM^iON. DIHKCTOR. DHFAimiKNT OK 
l.K(MSI-AT10N. AFL-CIO. AC( OIVIPANIKI) BY .JOHN ZOLUSKI. 
K( ONO.MIST. UKSKAHCH DKPARTMKNT. AFL-CIO 

. Mr. Dknison. Thank you, Mr. Chairman. I am accompanied 
today by John Zolu.ski. an economist in our reseai -^h department. I 
will try'to readjust two page.s of my testimony and then respond to 
questions. 

ERIC . • ^ 
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' Mr. Chairman, 1 appreciate this opportunity to present the views 
of the AFL-CIO in opposition to S. 2«87, the so-called Youth Em- 
ploynient Opportunity Wage Act. We believe a more appropriate 
title is the *'Youth Discrimination Wage Reduction Act/' 
" This bill is promoted as an experiment to determine whether 
subminimum wages during warnvvveather months would expand 
employment opportunities for ^i^ung people. This experiment, with 
a discriminatory subminimum wage for. young workers, is an 
unfair and ineffective deception, which hides behind the noble pur- 
pose of creating jobs for young Americans. Its true effect will he to 
serve up hundreds of thousands of young, defenseless workers to 
employers most willing to exploit them. ^ J . 

The American custom has been to pay workers for their contri- 
butions and experience, not according to their age Or group unem- 
ployment rate. ' . 

* The Fair Labor Standards Act was designed to provide a fair 
minimum wage below which no one covered by the law woulcl 
work. Its purposo was to prevent employers from exploiting Ameri- 
cans of any aga, any sex, any color, any religion, any national 
origin. A youth submmimum violates that basic standard and un- 
dermines the concept of equal pay for equal work. S 

To the extent that preference is given to workers under 20 in ob- 
taining jobs, the result of the subminimum wage would simply be, 
to transfesr unemployment to others who would be struggling for 
the same minimum wage jobs: those over 20, finished with school, 
tryinig to start work careers, or those frozen in low wage jobs. 

Tlie idea of experimenting with discrimination based on age or 
unemployment rates is simply offensive, particularly as it^ is clear 
that that idea will not and has not created new employment in the 
past. 

Furthermore, without this legislation, tens of thousands of young 
people under 20 will go into the job market and obtain employment 
at 1:185 an hour. Now, these same young people may face the 
handicap of being forced into jobs that will have suffered a 25 per- 
cent wage cut. At an annual rate, that is a cut from $6,9(58 to 
$5,200 with no proof that a single new job was created. 

And I might interject that my 18-year-old son told me when 1 
cam^ to testify, he said, **Dad, last summer I worked for $2.85 an 
hour, which was below the minimum wage. At Christmastime I 
worked for $2.85 an hour. And now if this passes, I will get the 
same job at $2.50 an hpur.*' 

So he will suffer a wage cut in his same job.. At least my teenage 
son supports me here today. ^ ^ 

So there also appears to be ^n attempt to hide the fact that there 
are already two important exceptions to the $;{.;i5-an-hour mini- 
mupi tnat are relevant to this proposal, One, there is presently a 
$2.85 per hour subminimum wage for students, which allows the 
fast-food chains or any person or any company or organization that 
qualifies to hire all the young persons they wish, vet a declining 
number of employers choose to send in the post card to the Depart- 
ment of Labor pledging certification. In fiscal year li)82, 2(5,715 cer- 
tificates were approved by the Department of Labor, with an esti- 
mated 252,Hi)l young workers authorized, though not necessarily 
employed. 
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In 1983 this fell to 25,905 certificates, with an estimated 241,896 
students authorized. This 4-percant drof) in certified employment 
occurred when youth ^iner^ployment was higher than it is now. 

The number of institutions of higher education and retail and 
food service establishments requesting certification all fell while 
agricultural certificates remained about the same. 

It is^ clear that there is a diminishing response to sabminimum 
wages as an incentive to hire young people. 

Second, small businesses, so-called mom-and-pop stores, are 
exempt from any Federal wage floor if they gross less than 
$262,500 per year. So the examples^ cited by tfce Secretary of Labor 
that the measure would create a job for youngsters sweeping out a 
barbershop is fallacious. That situation is already excluded from 
the Federal minimum wage. 

So one must wonder why the Reagan administration has made 
this wage cut bill a priority. 

Also, to interject, I also understand that the cities, municipali- 
ties, under a court decision— and this would apply to those wit- 
nesses we heard earlier— would not have to pay any minimum 
wage to any municipal weaker. So they can pay any wage they 
wish now, as^it is currently established. 

So even the largo fihancial incentives offered through the target- 
ed-jobs credit programs have had no effect on summer jobs for the 
target group of young^people in the 16- and 17-year-old age bracket. 

Under this plan, employers hiring disadvantag-^d young workers 
receive a tax credit of up to 85 percent of the first $3,000 of wages. 
An employer paying the existing minimum wage of $3.35 per hour 
for 520 hours during he summer months would pay out $1,742, re-., 
ceive a tax credit of $1,481, leaving a realwage cost of $261, or 50 
cents per hour. It would be even less for those employees at $2.85 
or $2.50 an hour. In fact, it could drop as low as 87 cents an hour,- 
the actual cost to the employer. 

So I might suggest that these areas where we huy& $2.85 an 
hour, or we have those firms that do not have to pay any minimum 
wage whatsoever, there have been no studies showing that these 
have created jobs. So if they were providing and creating new jobs, 
I am sure testimony would be forthcoming to show how these exist- 
ing submiisiimum wage levels have created jobs. 

We certainly endorse in the AFL~CIO the rieed for additional 
jobs. However, I would point out that minimum wage jobs are 
sought not only by young people, but by adults as well. The 8.5 mil- 
lion Americans unemployed,^ only 17 percent of them are teenage 
youth. And the newspapers are filled with photos oi long lines of 
workers S4?eking these low wage jobs. 

I would suggest that one way to prevent further erosiqn and loss 
of jobs and to help the problem for teenagers and adulfes. as well 
would be to take a second look at the Nation's trade policy where- 
by we hre losing thousands of jobs abroad because of low-wage im- 
ports and even minimum wage companies, such as the Atari* Co , 
for example, which laid off, fired 2,500 minimum wage workers 
whe^n they sent their company to the Far East. 

So I conclude by saying the United States is not Hong Kong. We 
do noi need Hong Kong wages. We need an American standard of 
wages if we are to maintain an American standard of living. 
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Thank you, Mr. Chairman. 

Senator Dknton. Thank you.' Mr. Denison. ^ 
Your rationale that the result oi* a subminimum wage giving 
preference to workers under 20 in obtaining jobs would sirnply be 
to transfer unemployment to others may ignore one possibility, and 
that is that, there are some jobs simply not being taken out there 
which these teenagers might take. In other words, the jobs in some 
cases might not exist. There are some domestic tasks, hotel restau- 
rant jobs about which, as you go around the country, y ax hear 
great complaints about not being able to hire enough folks to Irill. I 
can't see an elderly person jumping into the job I had of jumping 
out to those curbs and putting those chocolate sodas on the trays. 
It required you to,' you know^ move around pretty fast. 

So there is that logical gap, I would think. It's not necessarily so, 
I would bdieve, that you would simply transfer unemployment to 
others. There are things that wuld be done in the field of services, 
I would believe theoretically possible. ^ 

And of course, we've heard, all the mayors testify in thai direc- 
tion. I am informed that the minimum exception, $2.85 per hour 
subminimum for students, which allows fast-food chains to hire six 
employees, is handicapped by a ton of paperwork. I am thinking 
about ways to eliminate that problem with this program, 'as you 
heard from the last panel. 

And is it not so, in\terms'of the targeted jobs tax Credit pro- 
grams, that under President Carter there were only 200,000 hired, 
under President Reagan there were 500,000 hired? We still have 
some problems with it, but it's not entirely bad. I' would think that 
there are some parts of the country, particularly the South, and 
perhaps the Southwest, with the high— disproportionately high— 
, black youth unemployment, and that they may indeed be benefit- 
» ing by the targeted jobs tax credit. , 

Do you have any answer to that latter observation? 

Mf'. DenisOn. Well, the targeted-jobs credit was phased in over 
during the Carter period, and so its use and acceptance by employ- 
ers is bound to increase as they become more familiar with it. I 
think that was a natural phenomenon. / 

In terms of domestic work, thftse people are not covered under 
the minimum wage. They can^be paid anything. they wish at this 
time. 

In terms of students, again I say that these youngsters can gg to 
work at fast-food places or they can go and get the student submin- 
imum of $2.sr) or work 

Senator Dknton. Excuse me, sir. I heard you say that domestics 
are not covered under minimum wage. T remember my mother 
spending , a long time 'Straightening out her situation. She paid 
Social Security for a lady who worked for her once a week, and the 
lady was receiving minimum wage. 

Mr. Dknison. That's Social Security, sir. 

Senator Dknton. No., no. There was also a requirement to pay 
mininmm wage. 

Mr. Dknison. No, the domestics are not covered under the law. 
They simply are not covei'ed. You must be a firm having gross re- 
ceipts of at least $2()2.r)0() per year before you qualify and be en- 
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gaged in interstate comr^ierce. That's where the Federal application 
conies in. , . . 

Now, it may bo a State may have some, or a community or a mu- 
nicipality. That's something dse. But if we're talking in terms of 
the Federal law, that does not apply. And. again, where you're talk- 
ing about hotels and restaurants, busboys, jobs of that, nature— and 
this was the kind of a job that i say my 18-year-old son has— they 
are filled with the students at $2.85 an hour now. • 

Senator Denton. Some of 'those jobs are going wanting in some 
parts of the country, I thought because there was minimum wage. 

Mr. Denison. I don't understand. If they're not being filled at 
$2.85, they'll be filled at $2.50? 

Senator Denton. Are you saying that ail the hotels can violate 
the minimum wage provisions? 
" Mr. Denison. No, sir. 1*^8 a provision in the minimum wage law 
that allows then? to hire at 85 percent of the minimum wage la\y, 
full-time students, if they meet the provision. All they have to dp in 
fill out a card to the Labor Department, send it ih. ■- 

Senator Denton. Well, most of the kids, v/e're talking about 
p.ren't students, I suppose. 

Mr, Denison. Well, OK, if we're talking about nonstudents, then 
this is what this gets at. We're talking about the employer who 
makes more and grosses more than $362,500 a year. We're talking 
about the employer who does not want to hire students. We're talk- 
ing about the employer who does not want to use the targeted-jobs 
credit. All of these tools are available to them now. 

Sn what he is reallv after is someone v/ho is out of school, who is 
under ^10. That's vealiy what this is aimed at. And for that purpose, 
he wants them at $2.50 an hour. 

Senator Dsnton. I want to recognize my distinguished colleague " 
and friend, Senator Grassley, from Iowa, and I will turn the hear- 
ing over to him after an observation. . ■ 

Your opinion is certainly well founded on statistics. We have 
heard the m.ayors say they think biparfsanly we should pass this 
bill. It is my impression that organized labor in the main is not as 
responsive as they could be— and this is a view I will express—co 
the need to make some adjustments and justifiable concessions to 
the Government for collective bargaining, for unionization and that 
,Sort of thing. I have heard union members in my State when I vyas 
campaigning, come to me and show me their paychecks and gripe 
about the part being withheld by the union. I have supported legis- 
lation to deal with that issue. 

I wish we could get more across-the-board agreement between 
labor and management on these issues, Mr. Denison. 1 think there 
is a certain unreasonableness in your position. I think the pendu- 
lum has swung too far. I would like to see us come back more to 
th© CGntBr. 

I note that a plant In Fairfield, AL, amo*-gst the preponderant 
proportion of closyngs of United States Steel plants, was kept open 
due to the pragmatic— and I do not believe uncompassionate— com- 
promises reached by members of United States Steel in Pittsburgh, 
United States. Stedl in Birmingham, and a local member of the 
steel union and a national member. They departed from accepted 
positions of their respective 'Organizations. They got a lot of criti- 
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cism frpm "the rest of the country, but they not oniy kept the plant 
opea, but also they allowfed for an expansion of that plant. I en- 
courage that. . ,4 , . . 

Mr. Denison. I am not unfamiliar with the point you re making. 

Senator Denton. OK. Right. I admit that's fairly general, but .1 
did want to get it on the recoKd. . - '' 

Mr. Denison. In terms of concession, the unions are always most 
willing to isit down and work out those problems with the employ- 
ers, because no one wants the American standard of Hvina to be 
undermined. We cannot buy the products, in the store if don t 
make a decent wage. 

Senator Denton. AH right, I will turn the' chair over to my 
friend, Senator Grassley. 

Senator Grassl'ev [presiding]. Thank you, Mr. Denison, for your 
testimony. v 

Our next witness is Mr. James O'Hara. 

Would you like to come at this time, Jim, then? 

STATEMENT OF JAMES G. O'rfARA. CHAIRMAN, MINIMUM WAGE 
' . STUDY COMMISSION 

Mr O'Hara. Senator Grassley, my name is Jarries G. O'Hara, 
and I am appearing before you in my capacity as the chairman of 
the Minimum Wage Study Commission, ^ye(were created by the 
Fair Labor Standards Act Amendments of 197,7. I served first as a 
membt r of that Commission arid then as chairman of it. - 

Our report, covering a number of volumes, was submitted to the 
Congress in May of 1981. ' " , • 

I was asked to testify concerning the findings of the Minimum 
Wage Commission with respect to a youth differential. Twould like 
to begin by saying that l am upset and concerned by the use of 
exaggerated employment figures alleged to result from the youth 
subminimuiTvand which are attributed to the report of the Minimum 
Wage Study Compission. 

It is suggested that if this proposal is enacted into law, it will 
create 400,000 new youth jobs. And" that figure is allegedly derived 
from the. report of the Minimum Wage Study Commission. Well, Mr. 
Chairman, anyone who makes that statement hasn't read the report 
of the Federal Minin um Wage Study Commission. 

What the Federal Minimum Wage Study Commission, tound— 
it appears on page 47 in the first column— what the Federal Mini- 
mum Wage Study Commission found w.as that Although it was verv 
difficult to pin it down, that there might be a gross increase in y<^uth 
employment of from 2.5 to. 5 percent of the employed youth labor 
force, as the result of a general subminimum 2^ p^cent below the 
regular minimum wage. " , u 

Now, since the time of that report, the size of the youth labor 
force has shrunk from, around « million youth employed to around 
b million vouth employed. And if you apply your 5 percent— and 
. obviously, they arrived at their figures by talking the ]fighest range of 
the Commission's estimates-5 percent of 8 million ^as 400,000. but 
there are only 6 million youth working today and 5 percent of b 
million io not and never will be 400,000. 
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In addition, the 400,000 figure was a gross figure,, not a net figure, 
because the Commission also found that there would be substantial 
displacement of minimum-wage adult workers by a youth submini- 
mum, and thkt the net gain in jobs would be very considerably less 
than the 400,000 max that we pi'ojected back at-that time. 

Furthermore, the Commission found that to the extent ypu limit- 
ed the reduction in the minimum wagfe — that is, if you applied it to 
only certain months of the year or if you placed other limitations 
upon it, such as no displacement of adult workers— the humber of 
jobs created would be reduced even further. ^ * ' 

So the 400,000 figure is vastly overinflated.^^ And recent fevents, in 
addition to the shrinkage of the labor force, would lead me to the . 
conclusion that the figure ought to be defeated even further. 

A central feature of each of the studies made by the Comriiis^ion 
and e^ch of the studies that the Commission reviewed that hdd 
been made by others prior to our creation, was the use of a minimum 
wage index \vbich reflected the relationship between the minimum 
wage and the average"nonagrri:ultural waige. 

At the tiitie of our study, the minimum wage was $2.90 and the 
average nonagricultural wage was $6.16, Since that time the non- 
agricultural wage has increased by percent and the minimum has 
increased by 6nly 16 percent. As a consequence, all 6f the calcula- 
tions in the studies on which our Commission's report was based 
would have to be adjusted to reflect the fact that the minimum wage 
index, the relationship of the minimum to the average wage, had 
changed and changed in a way that would have reduced the potential 
effect in terms of job creation of a youth subminimum. 

So the figure of 400,000 jobs as a result of a youth subminimum is 
vastly overinflated. 

Our Commission found that the record did- not justify the estab- 
lishment of a youth differential \ 

Several considerations led us to this recommendation: First, avail- 
able estimates suggest that a youth differentiaii has a limited poten- 
tial for reducing the unemployment rate among teenagers, because 
teenage employment increases probably would be modest and a 
differential is likely to attract sCdditional teenagers into the labor 
market ^ 

Also, there is, no evidence that areas with the highest youth 
unemployment rates would be the most likely beneficiaries of a 
* youth subminimuni. 

Second, adult employment would be reduced by a youth differen- 
tial and forced to choose between teenage and adult emj^loyment, the 
latter seems a considerably higher priority. 

. Third, there is reason to hope that teenage unemployment will 
Jessen in the not-too-distant future as the l^trge group of baby-boom 
teenagers passes into young adulthood* 

Fourth, a youth differential would represent a departure from the 
principle that there should be equal pay for equal work regardless of 
accidents of birth, such as race, sex, ethnic or national origin, or age. 
If suggestions were made that the very real employment problems of 
women or members of minority groups should be solved by paying 
them less for their labor, such a proposal would be rejected out of 
hand as fundamentally unjust. We can see no difference in principle 
between such proposals and those based on age. 

Itoreally boils down to a question of who wins and who loses. 
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So, in conclusion, Mr. Chairman, I would like to state that it 
really boils down to a question of who wins and who loses. 

We believe that the gainers would, of course, be thqse teenagers 
who would getjobs otherwi"e unavailable to thehi Sut the biggest 
gainers would be the fast-food industry and retail establishments, 
the large employers, of youth \abot al mininin.m wage rates. They 
would find labor at a sharply reduced rate. 

The losers are the low-wage adults„a group which disproportion- 
ately includes 4)lacks,, Hispanics, and women. 

Other losers would be college students who are lookirig for summer 
jobs, because high schpol students looking for summer jobs would get 
th^ jobs' the college students would have gotten. " • ' 

Finally, the largest group of losers would be teenagers who would" 
"have gotten minimum wage jobs at $3.35 and who instead will get 
jobs at $2.50. Their number far exceeds the number that would get. 
jobs who otherwise would not have obtained jobs. • , ^ 

So, Mr. Chairman, I don't believe there is any reason that" the 
Minimum Wage Styjdy Commission would want to change the con- 
clusion it reached at that time. • 
' Senator Grassley. I probably should ask you lots of questions 
but I only will ask you one and then submit some in writing. And 
all I caii say is it could be very well that your analysis of the Com- 
mission's report about how many jobs it would create could be ac- , 
curate I suppose from my standpoint and those others who cospon- 
sor it, it comes from a' belief that things might be otherwise, and a 
sincere belief that things would be otherwise. § - 
But I just wonder did the Commission back there in the period 
before 1981, because that's when the report was released, give any 
thought to a trial basis of a summer or two, trying this to see it it 
actually created jobs, or did they give any consideration that in a 
certain region of the country for a summer or two it would be tried 
just to see if in fact there were actually new jobs opened up out 
there and jobs that didn't replace older people with teenage unem- 
ployment, so that we would really know concretely whether or not 
we're doing harm by doing the same rate for both teenagers as well 
as adults of minimum wage? , ' 

• Mr. O'Hara. Senator Grassley, we did give some consideration to 
an experimental program, not along the lines of a one or two 
sumriiCrs, but an experimental program in terms of singling out 
certain localities for an experimental program, In fact, ore ot, our 
commissioners who agreed with the Commission's report, and seven 
of the eight commissioners did agree with our findings on the 
minimum wage for youth, one of those seven felt very strongly that 
we should have encour'Sged some sort of local experimentation. 

The Commission, however, die', not do so, because it was convinced 
that the youth diiterential was a bad idea, and didn't want to v/eaken 
its findings by recommending some' sort of local experimentation; 
and second, we were concerned about the uniform application of 
Federal law. And I know that's a concern, of all of us who have 
lawmaking and policy responsibilities. And we did not want to say 
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thajt, "Well, one wage might prevail in this State or that city, but 
another wage in another State or another city.'* 

Senator Grassley. Well, I appreciate that. And I guess J would 
only say that on this issue, even as I would remember a vote in the 
House of Representatives when you and I were both there, that on 
a tie vote this issue did not carry, of a lower minimum wage for 
teenagers. Where there are such strongly held beliefs and maybe 
where there is good evidence maybe on both sides, that maybe this 
is an issue that.s right for such in-depth experimentation-^— 

Mr. O'Hara. Well, Senator, I know- what your views are, and I 
know that they're very sincerely held, and whenever you te^ me 
that you believe something deeply, I listen because I have r< pect 
for you and for your integrity. 

But this is a subject on which I have spent a great deal of time and 
I, too, have very strongly held views. 

Senator Grassley. Well, and I am only suggesting then that that 
may be a situation where both sides are intellectually honest, it is 
a good place for research in this area, and' experimentation. Maybe 
once 

Mr. O'Hara. Well, Senator, I am not going to lose any regard for 
• you if you don't follow my advice. . . • * 

Senator Grasslky. OK. 

Mr. O'Hara. But I would think even more of you if you did. 
'[Laughter.] - ^ 

Senator Grassley. Well, I think I will.havfe to say thank you for 
your testimony, and I will move on to the next panel. 
Mr. O'Hara. Thank you. Senator. 

Senator GrAssley. And I am sure we did have other 'questions • 
that we wanted to ask you, so I would expect that there would be 
'some submitted in writing. 

Mr. O'Hara, I am willing to be of help to the committee in any 
way that I can. Thank you. Senator. 
Senator Grassley. Thank you. 

Now, the panel based on business representatives: Mr. Dewey 
Thomas representing the National Association of Minority Con- 
tractors; Mr. D. Page Busken, owner of Busken's Bakery, Cincin- 
nati, OH, representing the National Retail Bakers Association; Mr. 
James 0. Kondor, president of the Kowlor Thrift\vay, Winterha- 
ven, FL, and member of the National" Board of the National Gro- 
cers Association; and Mr. John Motley, director of the Federal Leg- 
islation Office, National Federation of Independent business. 

So I would ask you to— I don't see Mr. Motley. Is somebody else 
taking his place? OK. Mr. Motley is not here. . 

So, Mr. Dewey Thomas would you start out, please? 

> STATEMENT OK DKWEY ThAmAS, KEPHESENTINC; THE 
NATIONAL ASSOCIATION MINORITY CONTRACTORS 

Mr. Thomas. Good afternoon, Mr. Chairman. On behalf of our as- 
sociation, the National Association of Minority Contractors, I 
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would like to tha.ik you tor this opportunity to testify on behalf of 
S. 2687. , ,. 

In respect of time, ariii also that I think that everything that s -to 
be said on a positive note has been said in relationship to support 
of this, so I would just like to quickly summarize and then also ask 
that our official statement be made part of the record. 

Senator Grassley. It will be. 

Mr. Thomas. No. 1 is, the reason that our association is support- 
ing this piece of legislation is that we are currently entering the 
third decade of minority youth unemployment, and it's getting 
more serious with each decade. We think that the unemployment 
is a foundation in all of the urban cities to the unregt and all of the 
other debilitating factors that go along with that. 

We feel very strong that a lack of opportunities to develop work 
ethics by minoritjj .youths is also a very serious, serious problem. » 

On the business' side, we in the past have not taken the kind of 
responsibility— when I say "we," meaning minority business firms, 
doing anywhere I would say from a million up to $5 million, which 
most of them fall in that category that we represent— we have not' 
taken a very active role in this problem, and we feel by the reduc- 
tion of the minimum wage would then allow us to be more active 
in this because of juat talking about the bottom line, that we would 
be willing to do the kind of training that is necessary to try to de- 
velop minority youth and give them alternatives as it relates to they> 
business world, and also to take into consideration that we hav6 
become a much more valuable resource to the business community 
that we are in. . 

All the other things relating to this on a positive note again 1 
think have been said. We do have concerns that we would like to 
express, and I would just sort of tick those off. 

We have a concern as it relates to enforcement. We have a con- 
cern as it relates to data collection. Again, just hearing the statis- 
tics that I just heard from the prior person speaking, hearing vari- 
ous other st£.tistics, I would like to see some real hard, fast ones 
during the experimental stage of this piece of legislation. 

We have a concern with the outreach, outreach information that 
will be going out. We think that is very, very important to put 
away with any misnomers that anvbody may have in relationship 

to this bill. 1- )i 

The other concern is that we collect the data. We want to make 
sure included in that, we want to find out who is going to be the 
benefactors of a piece of legislation such as this. 

In summary, our association again, we represent over H.OOO busi- 
nessmen across the country that are involved in the construction 
industry. We are in support of this, and we feel that if this piece of 
legislation goes forth, then the companies that we represent can . 
play an active role in helping America cure this very, very serious 
problem that is gettifig worse by each decade. 

Thank you, Mr. Chairman. 

[The prepared statement, of Mr. Thomas follows: | 
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MR» CHAIRMAN AND MEMBERS OF THE COMMITTEE, ON BEHALF OF OUR 
NATIONAL MEMBERSHIP AND CONSTITUENTS, I WOULD LIKE TO THANK 
YOU FOR THE OPPORTUNITY TO TESTIFY BEFORE YOU TODAY ON THE 
PROPOSED "YOUTH EMPLOYEMNT OPPORTUNITY WAGE ACT OF 1984." 

THE NATIONAL ASSOCIATION OP MINORITY CONTRACTORS (NAMC) IS 

A FULL SERVICE, NON-PROFIT MINORITY BUSINESS TRADE ASSOCI^ATI ON , 
ESTABLI SHED IN 1969 , TO ADDRESS THE NEEDS AND CONCERNS OF 

MINORITY CONSTRUCTION CONTRACTORS NATIONWIDE, CURRENTLY, 

I* 

NAMC*S MEMBERSHIP, COMPRISED OF BLACKS, HISPANICS, WOMEN, 
AND ASIANS, COVERS 37 ' STATES, THE DISTRICT OF COLUMBIA, AND 
THE VIRGIN ISLANDS. NAMC IS HEADQUARTERED IN -THE ' NATION * S 
CAPITAL, AND INCLUDES GENERAL CONTRACTORS, SUBCONTRACTORS, 
CONSTRUCTION MANAGERS, MANUFACTURERS, CONSTRUCTION SUPPLIERS, 
LOCAL MINORITY CONTRACTOR ASSOCIACPIONS, FUNDED TECHNICAL 
ASSISTANCE ORGANIZATIONS, AND OTHER ASSOCIATED ORGANIZATIONS. 

DESPITE SIGNIFICANT INROADS THAT* . HAVE BEEN MADE" TOWARD A 
SUSTAINED ECONOMIC RECOVERY OVER THE PAST YEAR, YOUTH 
UNEMPLOYMENT REMAINS EXTREMELY HIGH, PARTICULARLY AMONG 
MINORITIES. UNLIKE SOME PROBLEMS THAT PLAGUE OUR SOCIETY 
THAT CAN BE NEATLY ASSOCIATED WITH A PARljICULAR GROUP, THE 
HIGH INCIDENCE OF UNEMPLOYMENT AMONG OUR YOUTH AFFECTS ALL 

OF • US LARGE AND SMALL BUSINESSES, MINORITIES AND 

NON-MINORITIES, REPUBLICANS AND DEMOCRATS. CONSEQUENTLY, 
FOR THE ECONOMIC AND SOCIAL GOOD OF THE AMERICAN SOCIETY 
AS A WHOLE, THIS PROCESS MUST BE REVERSED. 

THE FEDERAL GOVERNMENT HAS MOVED STEADILY IN AN EFFORT TO 
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•AMELldRATE THIS MOST SERIOUS AND LONGSTANDING PROBLEM. 
HOWEVER, YOUTH EMPLOYMENT PROGRAMS PRESENTLY IN EFFECT ARE 
EITHER TOO RESTRICTIVE TO 3>\iPIT A SIGNIFICANT PROPORTION 
OF THE TARGETED GROUP, REQUIRE A" CUM3ERS0ME CERTIFICATION 
PROCESS THAT MAY DETER SOME EMPLOYERS FROM USIl^G THE PROGRAM, 
OR -nEQUIRE A SUBSTANTIAL FEDERAL EXPENDITURE FOR THEIR 
IMPLEMENTATION. MOVEROVEJJ^^ THE RRd"BLEM STILL REMAINS. A 
NEW STRATEGY, THEREFORE, IS LONG OVERDUE, 

WE, AT NAMC, BELIEVE THAT THE KEY TO THIS NEW STRATEGY IS 
TO PROVIDE INCENTIVES FOR THE PRIVATE SECTOR TO REPLACE THE 
FEDERAL GOVERNMENT AS THE LEAD PLAYER IN THIS SCENARIO, 
PRIVATE SECTOR INVOLVEMENT WILL NOT BE PREDICATED ON GOODWILL 
ALONE, THEREFORE, PROGRAMS 'mUST BE STRUCTURED IN A MANNER 
TH^T APPEALS TO PRIVATE SECTOR MOTIVATION , 

THE LOWER WAGE PROPOSED UNDER THE YOUTH EKPLOYMENT OPPORTUNITY 
WAGE ACT SHOULD SUPPLY SUCH AN' INCENTIVE FOR EMPLOYERS TO 
EXPAND JOB OPPORTUNITIES FOR YOUNG PEOPLE DURING A CRITICAL 
PERIOD, MOREOVER, THIS PROGRAM CAN BE' COMBINED WITH THE 
^TARGETED JOBS TAX CREDIT PROGRAM TO FURTHER REDUCE ACTUAL 
HIRING COSTS, THEREBY PROVIDING AN ADDITIONAL INCENTIVE TO ^ 
HIRE DISADVANTAGED YOUTH, 

WHILE CRITICS DECRY THAT THE LEGISLATION WILL ENCOURAGE THE 
SUBSTITUTION OF YOUTH FOR ADULT WORKERS, WE DO NOT FORESEE 
THIS TO BE A MAJOR PROBLEM, FIRST, THE PROPOSAL' IS LIMITED 
TO THE SUMMERTIME,, WHICH IS A DISINCENTIVE TO THE SUBSTITUTION 
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THAT MIGHT TAKE PLACE WITH A YEAR-ROUND DIFFERENTIAL. SECOND, 
THE PROPOSAL CONTAINS AN EXPLICIT PROHIBITION AGAINST 
DISCHARGING OR TRANSFERRING CURRENT EMPLOYEES THAT ' IS 
BUTTRESSED BY SEVERE CRIMINAL AND CIVIL SANCTIONS. 

AS IN ANY PROGRAM ESTABLISHED BY LAW AND REGULATION, PROBLEMS 
WILL EXIST IN*THE ADMINISTRATIoff AND IMPLEMENTATION. DRAFTKRS 
OF THE BILLf COGNIZANT THAT THIS INITIATIVE MAY NOT BE A 
-CURE-ALL FOR THIS LINGERING AILMENT, PROVIDED THAT THF. PROPOSAL 
ONLY ESTABLISHES' A TEMPORARY PROGRAM EXPIRING IN SEPTEMBER, 1987 
THAT IS SUBJECT TO REVIEW BY THE SECRETARY OF lABOR. THIS 
WAS A CRITICAL ELEMENT IN OUR DECISION TO SUPPORT THIS 
LEGISLATION. 

V;E can neither continue to duplicate the MISTAKES OF PAST 
INITIATIVES NOR AFFORD TO WAIT ANY LONGER. WE MUST PROVIDE 
YOUTH WITH A "FIRST STEP" INTO THE WORLD OF WORK, A STEP 
THAT WILL FOSTER THE DEVELOPMENT OF JOB SKILLS AND WQRK HABITS 
THAT WILL ASSIST THEM IN FUTURE CAREER DEVELOPMENT. 

WE WISH TO COMMEND YOU, SENATOR HATCH, FOR YOUR PERSONAL 
COMMITMENT TO THE NATION'S YOUTH. YOUR INTRODUCTION OF S.2687 
IS TO BE APPLAUDED. THE ASSOCIATION FULLY SUPPORTS YOUR 
EFFORTS AND THOGE OF THE COMMITTEE FOR THE PASSAGE OF THIS 
IMPORTANT LEGISLATION. 

nil* 
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Senator Grassley. Thank you, Mr. Thomas. 
Mr. Busken. 

NA^^ OH. A( "0MI».\NIK1) BY (JKUARl) PANARO. (JKNKRAL 
COUNSEK. RETAIL BAKERS OK AMERICA 

Mr. BiJSKEN. Senator Grassley, my name Page Busken. I am 
from Busken Bakery in Cincinnati, OH. To my mimedi ate right 
and behind me is Gerard Panaro, who is general counsel tor the 

Trtt^'mltte'^ast president of the RetaiLBakers oPAmer. 

ica which is the national association tor retail bakers. And we 
would like to thank you for inviting us here to testify. . - 

Busken Bakery employs approximately 180 people,, including 
quite a few young people. We do hire young people to work in the 
summers, and if they prove satisfactory, they will continue to worH 
for us the year round, during seasonal holidays, and also alter 

^^There are approximately 32,000 retail baker.ies in the United 
Stltes and.the? account for about $8.7 billion in sales. Retail 
baking is a labor-intensive industry. That means that most ot the 
pJoducts which ^e produce and are sold in retail bakeries are 
made by hand and are made in relatively sma I quantities Cons^- 
oaently it is a very labor-intensive industry, with labor costs aveiV. 
S between HO and 45 percent of the total operating expenses,. 
>^There is, however, an opportunity for success in retail baking, 
even for individuals who start at a very low level. . 

We strongly support the passage of S. 2087 for the following rea- 
.jons: Frist, it will create more jobs. 

Second it will allow bakers to hire extra people whom the 
bakery would not otherwise employ. Third, it will give them more 
time to determine whether a person is suitable tor permanent em- 

^^"Pourth." also, it will be much easier for us to use an existing legis- 
lation For example, we have never used the Fair Labor Standards 
Ac to hi e six f\ill-time students at 85 percent o the minimum 
wage, and we have, never used the Job Training Partnership Act^ 

Quite frankly, we have avoided them because of the extent to 
winch thev require Government intrusion into our business. 

We respect the Government's good intentions in this regard, but 
it has been our experience that the more Government intrudes in 
our business and jhe more it is involved, the more problems, we 

' 'wellT used .the Targeted Jobs Tax Credit Act. Jhi^^i^. f ".^^J- 
tive to us because it simply is a bottom-line tax ci-edit. But it has 
been difficult for us to find qualified applicants under this particu- 
■ lar legislation. Right now. in fact, we have no one working for us 
who would qualif'v for this credit. .. 

The bill we nvv discussing today permits the employment o 
anyone under 20 years of age. not just narrowly defined target 
rroups, It does not require prior governmental approval or addi- 



tional paperwork. 
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Aside from providing some income to the people who find work 
as a result of this bill, it will enable them to .learn responsibility, to 
experience success and failure, and to learn what their skills realiy 
are, as well as the ability to manage money. 

This. I would like to emphasize, is a very important aspect of the 
issue we are discussing. I think thic has been brotight out by many 
people today. Having personally hired and seen many young people 
begin their first work experience, I can testify to the long-range — 
and I emphasize the long-range effects— this kind of experience can 
have on our soqiety as'a whole. 

I have seen many young people, both black and white, who have 
gained great self-confidence, built their selfesteem, developed re- 
sponsible attitudes, and gained a small degree of financial inde- 
pendence through having a job, through having any job. 

This will also benefit the consumer. More Employees mean more 
services. And for retail bakers, an additional employee who would* 
otherwise not have been hired could mean that they would have 
the opportunity of trying to develop new products, of extending 
their store hours, of expanding their delivery capacity, of trying 
new concepts, having more people to wait on customers, and en- 
hancing the overall attractiveness of their bakeries. 

Our bakery indeed would take advantage of the chance to hire 
young people at a starting wage of $2.50 an hour for the summer 
months. We will certainly not, lay off older people, more experi- 
enced people, or regular employees, to do so. As a businessman, I 
fiild thiS' point particularly disconcerting, baseless and hard to un- 
derstand, for it would not be an issue in our induf^try. It would be 
only a shortsighted decision ahd would undoubi^dly lead to the 
ruin of our business if we were to make such a decision. 

Under this legislation, at $2.50 an hour we could afford to hire at 
least one additional person during the summer, and perhaps more. 
For example, the cost of three employees at $3.35 an hour is $10.05 
an hour. Under this legislation, for $10 aii hour we could afford to 
hire and pay four qualified employees aa opposed to three. 

We should not regard this legislation as being of benefit to the 
employers only. It would be of even greater advantage to the 
people it is intended to help. After all, we as owners and operators 
of our own businesses and employers of others already have a job 
and we already have an income. But to the potentially hundreds of 
thousands of young people who-^" erwise would not find work, this 
legislation could be of incalculable ,alue. 

On behalf of the retail bakers, I can promise you that if this bill 
were to become law, we would do everything we could to educate 
our members as to its provisions. We will advise and encourage 
them to use the law by hiring new and additional employees. And 
we also appreciate the fact that this bill, if it should become* law," 
would become a responsibility to us as employers to make it suc- 
cessful. The success of it would rest upon our shoulders. 

We feel that we all deserve the promise that this legislation 
holds out. Thank you. i 

[The prepared statement of Mr. Busken follows:] • 
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TESTIMONY OK THE UtiTAlIi BAKKl^S ' OF AMERICA ON. YKOW 
Sen Conim on Lab and Mum Rc^srcs, Juno '18^ 198 4 



Good afternoon. My ndme is Pnqe IU^6kon and I nin ono of the 
oVnors, nl^pnq with my brother and t'nthor, of Bus ken s Dtikorics in 
Cincinnati, Ohio. I am also tho Immediate Past President of the Retail 
Bnkers of America, the national asRociation for retail bakers. I am 
pleased indeed to have been invited today by the Labor and Human 
Rcjiources Committee to testify in fcivor of tho Youth Em^jloyment 
Opportunity Wage Act of 1984, S. 2687 . 

Busken's Bakery was founded in l'^28 and hasNij-een in buFsiness for 
the past 56 years. We have 11 outlets, throe in downtown Cincinnati 
and 8 in suburban areas. We emploV 180 pej)ple, on both a full-time and 
part-time bas's. We do employ quite a few young people and 6o hire 
youth to work in thq summer, with the expectation that if they prove 
satisfactory, they will continue to Work with us year round, as their 
school schedul es permi t . ^ 

The Retail Bfikers of America was founded 66 years ago, in 1918. . 
The association is the official national voice lor the approximately 
32,000 retail bakeries in America. OUr association includes two types 
of retail bakeries as members;' s?ingle.and mu 1 1 ipl e ' u nivt r^jtail 
bakeries, inc^Juding doughnut shops? and instore supermarket retail 
bakeries. There are approximately 17,000 independent retail bakeries 
and almost 15,000 instore supermarket bakeries in the Uiiited States. 
The independent retail bakeries will have approximately $4.23 billion 
in sales this year, while the instore supermarket bakeries will have 
approximately $4.5 billion in sales. These unit and sales figures do 
not include "specialty" retail bak»eries, such as cookie and ci'ossiant 
shops. ( Source ; Bakery Production and Marketi ng Magazi ne ] Ahnual 
Trends, June, 1984 (Chicago, Illinois).) 

The typical retail bakery is a family-owned business which does 
approximately $216,000 worth. of business a yea^, although we do have a 
handful of members which gross- over a million dollars a year in sales. 
The single retail bakery will employ bej;ween 15 and 25 people, both on 
a full and part time basis. ^ 

Retail baking is labor intensive and employees must underao a 
period of training before they car do many jobs in a retail bakery, 
such as making up product or decorating bakery foods such as cakes and 
cookies. This is because the products sold in a retail bak/ery are made 
largely by handcraft methods, and in relatively small quariLiticc, in 
response to a highly particularized demand. Also, almost by nnture or 
definition, retail bakeries specialize in the creation of customized, 
oftentimes one-of-a-kind bakery foods, such as personalized birthday, 
welding or other special occasion cakes. 
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TESTIMONY OF THE RETAIL liAKEHS OF AMERICA ON YEOW 

Sen Comm on Lab and Hum Rosrcs, June 18, 1984 - 

This is one reason why a retail bakery requires wel I -trainee! and 
supervised employees in certain posUions; why rrtail bokinq is labor 
intensive; and why labor coasts typically aecount,. lor iO to ot 
total operatinq costs (excluding the jalaries of^the bakery s owners). 
This is also why there is ho much opportunity in retail bakinq, even 
for individuals who start at fhe very bottom or beginning of the 
business. *- 

RBA has supported and . advocated special minimum wages f^L voung 
and/or inexperienced people for many years. For example, a panel u 
retail bakers testified before this very committee in 1981 on anothei 
minimum wage bill, a proposal to amend section 14(b) of thL Fair Labor 
Standards Act to allow c; special minimum wage equal to 75% oi *-ne q 
current minimujn to be paid to teenagers for a limited period. In fact, 
one of the witnesses for RBA at that hearing was one of our own 
employees^ Harold Suggs, who is Distribution Manager rfor Busken s 

and sti 1 I wi th us . 

Today, we strongly support and vigorously urge passage of S. 2687 
for the following reasons: ^ 

I. 2687 will provide an opportunity 
to employ people who may be very good 
candidates for future careers in the 
b'akinu industry; 

I. It will give employers a better 
opporturfity to evaluate someone and to' 
determine, without a prohibitive invest- 
ment, whether that person can fit into a 
permanent position within tie bakery. 

3. It will create mrre jobs: it will 
give bakers a reason and the means to 
hire L'Xtra people y/hom th<* bakery would 

'not otherwise employ. It will allow t/ho 
boker to givo someone a chance whcjm hu 
wo'jld not otherwise h re because the 
labor costs would be too high. 

4. U will bo i.iueli easier to use than 
MXifituu) lecjisl ition designed to s|>ui 
employm^-nt , sueh as sections of the Fa i r 
Labor lnt,<iruia rd r. Act d ling with 
employiii'-'nt of -.♦■jd-nt , learners and 
ai;prentie"s; thi' Targeted Jobs Tax 
Credit; ^uul the Job Training Partnership) 
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TESTIMONY OF THE RETAIL BAKERS OF AMERICA pN YEOW 
Sen Comm on Lab <\nd Hum Resrcs, June 18, 1*984' 

Act. This is bepaiise it permits the 
employment of any persons between the 
ages of 16 and 20, not Just narrowly 
defined "target" groups; and because it 
does not requi re pr ior appl i cat ions , 
permits or certificate's and does not. 
entail any additional paperwork . 

5. S. 2687 will obviously benefit the 
people who wTl 1 be employed as a result 
of it in wa'ys other than by providing - 
some income. Work is a very posi,tive 
experience:, it enables one t^o learn 
responsibility, to experience success 
and failure, to learn what one is good 
at, and to manage money. The earlier 
young people have the opportunity to 

*■ gain these positive experiences for 

themselves^ through work^ the^ better off 
they and society as ""a whcJle will be. 

6. S. 2^87 will benefit con^merg. By 
enabling businessnt^n to hire extra 
people, it allows them to provide more 
services to their customers. For retail 
bakeries, this could mean trying new 

» products that one has qot had the time 
or resources' to njake befpfe; it could 
mean providing additional services, such 
as e-xtended hours, deliveries, more 
sales personnel to wait on customers; if 
could also mean enhancing the attrac- 
' . tiveness of the bakery itsel f ^through \ 
additional maintenance work such as 
painting, landscaping, display work and 
equipment ma inteioance . f 

1: S. 2687 will also have beneficial 
consequences for society as a Vhole. 
Many people today, because they cannot 
find work, are totally ignorant of the 
wotk^'^ethic; this results in apathy, 
selfishness, laziness, indigence/ idle- 
ness and mischief, all of which have 
very bad consequences for the nation and 
serve to weaken and undermine our 
society . 
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Lot mc olahorate on somO of thu stotomonta I have just mciclG. 

Although wo hove made use of the tnrqeted ^obs tax credit, and , 
ha"o had very qood experience with it, we have never used section 
14(b) (4^(0) of the Fair babor Standards Act, which p«?rmits the 
e^ploymint of up to six full ti^e students at 85% of the njinio-u^ waqe, 
nor have we ever used the job training partnership act. Quite franKly, 
we hove stayed away fro^ both the FLSA and the JTPA because we have no 
destiro to make the government, in any forr,, or arrangement, another ■ 
partner, participant or. manager in our business.. 

Even though wo have u'sed the targeted jobs t.x credit, the fact is 
that wo have no one who would qualify for the credit working for us 
now This IS Cecauso it is so hard to find people who qualifV under 
the terms of the law. Wo do hope we will be able to employ some 
qualified individuals this summer; Pight now, we have two applicants. 
Our procedure is to go through Ideal schoo s located in downtown 
Cincinnati. We contact the guidance counsellors at junior and senior 
high srhooU and tell them we are looking for qualified peop e to 
hire. Despite ?he effort we put i.nto this proj.ect--we typical y visit 
two or three schools once or twice a year--we receive only ^ few 
applicants for jobs.- Thus, although we regard the targeted ]obs tax 
c?ed t very favorably, because i,t is a bottc-. line tax credit and does 
not ntrude the go.ve^nment into our business, -we find that despite our 
best efforts, the provision has a rSther 1 imited^uti Uty for us. _ 

Aside from the statutory job, programs, our bakery has its own 
internal apprenticeship program, the terrn-- of which we ^l^^^ 
.wfth t>ie ul^Ln which represents some of c employees The fact of the 
matter is, however, that we have issued vfry few ^"^^tificates of 
' completion under .this program. The main reason for this is that tne 
program requires three and a half years to complete, which 
unfortunately appears to be too long for most of the people that apply 
for entry. We find that many participants in the program ar-e not 
stable' career oriented employees and therefore drop out before they 
can finish their training. 

our bake-y--and I am sure I speak for many other retail bak'eries 
throughout this country-would certainly take advantage o the chance 
to hire young people at a starting wage of S2.S0 an hour for the 
summer month^. AS I already stated, we do, hire summer help, and we do 
actively seek applicants who will qualify^for the targeted ^obs tax 
credit At the same time, this would certainly not lead to the layoff 
or d smissal of our older, regular, year-round employees As a 
businessman, I find such an argument or fear baseless, and hard to 
understand. Anyone who would attempt to replace experienced, year- 
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round employees with untried novices who could work at the special ' 
wage for only five months would certainly ruin his busint'ss. After 
cMl, the difference between $2.50 for five months and $3*35 for five 

Tths ir, only about $700. While a $2.50 wage rate for the summer 
" Jths would certainty make hiring an extra person or two an 
..^tractive and real option for us, we are equally certain that it 
would not tempt us to displacevany of Ibur current employees. When we 
hire someone, we do so with the hope and expectation that that 
employee will be with us for a long time. After all, our decision to 
hire that person and put him or her on our payroll is the same- as an 
investment in that person, and sensible business people are always 
anxious and careful to protect their investments. 

There are several reasons why we would most likely hirQ more 
people thcjn otherwise if S. 2687 became law. 

0 t 

The first is simply that $3.35 per hour, small as it seoms 
standing alone, is just too much, when multiplied by 40 hoiTrs ih a 
week and four weeks in a month and five months of the summer; and when 
increased by the costs 'i ncurred in trai'ffing by others, insurance, 
taxes and other benefits; for us to pay to hire very many people who 
are young, who have never had a job, who may lack any job skills, and 
who may only work for ug for one summer and then be gone.* In the case 
of students who will return to school in the fall &nd may not be 
interested in working, or able to' work part time during school, by the 
tijne we have trained them, the summer is ov -r and we have lost t-he 
benefif^ that would have accrued to us aftf the training. In other 
words, \te have, lost our in\?estment» 

The cost of three, employees at $3.35 ,. -r hour is $10.05 per hour; 
however, under S. 2687, Cor only $10.00 an our, five cents an hour 
less, we could afford to hire and pay four qualified employees. This 
means that we could create one entirely new position that did not 
exist before, '•and take on one more employee whom we would not->v|iave 
hired Otherwise.* Thus, for every three employees at the regular 
minimum wage, four people eould be employed under the wage allowed by 
S. 2687. To my mind, this proves that far from leading to a loss of 
3obs for some people, S. 2687 will actually result in the criltion of 
more jobs for people who otherwise could not find work. 

S. 2687 should not be seen as nothing more than a "gift", "free 
ride" or "wi nd ^a 1 1" »/f or exploitative employers'. In our opinion, if S. 
2687 is a legislative giftpr boon to anyone, its recipients are all 
the individuals who are going to find work as a result of its passage. 
After all, let us be frank about- this: those.- of us wh6 own our own 
businesses and employ others already have a source of liveJfdod and 
income^ Much as we might wish to do more with^our businesses and for 
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our customers by hii-ing more omployeos, the simple fact is that we are 
° n-.cly °cc<.mp1ish>nM much and provichnc, much witl, what wc have n 
this H.-n«e, tiu.n, the pasaacjc of S. 2687 is hardly a matter of lift>.c.^ 
death tp us. _ ^ 

B-,t to the potentially hundreds of thousands of young people whc 
otherwise would not find work ehis summer or next °\P^/^^/lJ°l^^^_ 
years: but who would see an expansion in the job market if employers 
icrc permitted to pay them a little less, for a short period of time, 
this loqislation could bo of incalculable value. ^ 

Woi-k gives a sense of mission, purpose and importance to life so 
fundaSal and compelling that we ^ xr tual W -ident ify who wo are by 
what we do. indeed, it is not an exaggera**on .or -misstatement of fact 
to say that work has a religio-us dimenpi^n «PP^>^f ^ ^^'^^^^^^l^^j ' 
Itself. God himself' IS described as havAg rested from his worK of 
creation nnd His first pommand. to the human race in Genesis I's^to 
conquer the earth and subdue it; to be -pasters over the earth and have 
dominion over it. And many of the sayings of Jesus deal wUh the 
subiect of work. Inherent in the meaning of "vocation i^ the idea of 
work as fulfilling the will of God (Webster Third New Internat lona 1 
Dictionary 76 edition) gives as the first definition of this word: 
"a summons from God to an individual or group to undertake, the 
obligations and p<irform the duties of a particular task or function in 
life.") 

PsycholoqistsVell us that one of the tliree tr-st traumatic • , 
oxDCtiencos wp can fvor have in life is the loss . a job. The 
newsSapCr stories and phot6graphs of hundreds or thousands of people 
Hntng^p outside of new plants literally a day or two before 
interviewing day demonstrate that this is so. Indeed, the New ^ork 
T?mos edition of only last Thursday carried a front-page photograph- of 
Jsrfle " ■ b?,n ing down a 16-year-old youth who threatened to jump 
from the fifth- loor height of a crane..." The caption quoted ^ police 
otacer as saying "...the youth... was crying that he had lost h s job 
^ 'Hallpaporer!" Nor is it only the ^igh-pa.ying or ^g amoro s or 
"important" kinds of jobs which give meaning to people s lives, even 
• the "humblest" jobs do the same thing. 

i.t follows,- thoroforo, that one of the greatest gifts or benefits 
one person^cargive or another can -..ive is the chance to wo^k. It 
iQ in this sonsp that legislation such as S. 2687 is tar mnre 
l^po^tant to potential employees than it is to existing en^ployers, who 
after all already have work, enough and plenty, to do. 

Moreover work is not only important to the individual, but it is 
Moreoy,er, wu^^ it. nuu / ^; », i i i ^t- i nn itself. It is common 
also important to society and to civilization itseir. 



122 



118 



TESTIMONY OF THE HKTAIL BAKERS OF AMERICA ON YEOW 
Sen Comm on Lab and Hum Res res, June 18, 198 4 



historical knowledyc that from tht^ time of ancient Rome to this very 
day; whenever qrent massts of [)ooplc find th^Mnselvt-H idl«^ and unable 
to work, despite their most strenuous efforts r.nd strongest dvsiros to 
do so, the nation to which they belong experiences upheaval, 
revolution, and eventual decline. 

For all these reasons, then, and for all these elements of our 
oociety--employers , would-be employees and the c it izens . genera 1 1 y-- 
l eg i si at ion such as Si 2687 ought to be enacted into law. 

Oh behalf of the Retail Bakers of America, I '^"•n promise you here 
and now that if this bill becomes law, we will do everything we can to 
educate our members as to its provisions and to adv/ise and encourage 
them to use the law by hiring new and additional employees under its 
provisions. We fully understand and appreciate that if this bill 
becomes law, it will be up to us, its friends, advocates and 
supporters, to prove it a success. 

We all de^3<'rve th^ promise this legislation holds out. 

Respectful ly submitted: 

D. Page Busken, 
For; Retail Bakers of Amc/'ica 
6525 Belcrest Road 
Hyattsville, Maryland 20782 
( 301 ) 27,7-0990 

Gerard P. Panaro - ' 

Webi,u..., Chamberlain u Bean 

1747 Pennsylvania Avenue, N.W. ^ 

Washington, D.C. 20006 

(202) 785-«J500 , 

Counsel to Retail Bakers of America 
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Senator Grasslky. Before I call the next two to testify, I have to 
,eo vot- now. It's the second set of bells, I think because of time 
wiU ask you to continue, because I don't know exactly when I wil 
be back if there are two votes in a row. And because of^the time, I 
think you better keep going. 

So would you proceed then? 

STATEMENT OF *MES KONDOR, PRESIDENT, KONDOR'S 
THRIF™ haven, FL, accompanied by THOMAS 

F. WENNING. EXECUTIVE VICE PRESIDENT, NATIONAL GRO- 
CERS ASSOCIATION 

Mr KoNDOR. Good afternoon. My name is James Kondor, owner 
of Kondor's Thriftway, of Winter Haven in Florida. Seated next to 
me is Tom Wenning, executive vice president. National Grocers As- 

'°fam a member of the board of directors of the National Grocers 
Association, which represents over l.fi«\V"^«P«"oOO .f^^^^^^^^ 
retailer-owned warehouses serving more than 28,000 tood stores, 
and 56 State and local food associations. UnWinP 
I wish to commend the chairman and this committee for holding 
a hea ing on S. 2687, the proposed Youth Employment Opportunity 
Wage Act and for providing NGA the chance to comment on ways 
to provide employment opportunities for young people during the 

'"Mrcomme^ts today will focus on the effect of the minimum 
wage on Tuth employment in the grdcery bus ness as well as on 
The merits of the current proposal as an incentive for the food dis- 
tribution industry to hire additional youth. 

The retail grocery industry has traditiona ly been ajarger ern^ 
Dlover of teenagers for customer services, including bagging, carry 
oK^oceries retrieving carts et cetera, As the Federal minimum 
^Le hTcZ^^^^^ from 1977 through 1981, retail grocers 

haf to reconsider whether to retain such employmen opportuni- 
ties Dpspite a willingness and desire by retail grocers to train and 
employ teenagers, economic conditions reduced teenage employ- 
meht opportunities in food retiailing, r^-u^ tt^Uo^ 

In 1981, the National Association of Retail Grocers of the United 
States NARGUS, one of NGA's predecessor organizations, sur- 
veyed Vetallg^^^^^^ to evaluate the impact oj, ^he J^/^^ 
on consumers employees, and retail grocers. The fj/fta'l grocer 
enterprises, operating 2,555 ibod stores, responded "^he survey 
Over 70 percent of the retail grocers responding to the survey de 
creased the number' of teenage employment opportunities 

Under present law, retail grocers have the opportunity of em- 
ploying full-time students at 85 percent of minimum wage. While 
there are approximately 179,000 grocery, stores in the United 
States the U S, Department of Labor estimates that only about 
M ()( () food stores us^ed the full-time student certificates in 1984 
down from about ;},0() in 1981. This alternative is inadequate, inef- 
fectual, and a bureaucratic nightmare ior retail grocers. 

Unemployment foi- teenagers is currently around 19 Perctnt 
with T black and other minority teenage uneniployment rate 
■around 5?) percent. In March 1984 almost 500,000 black teenagers 
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were listed as unemployed. Many of these young people are unem- 
ployed because they lack the experience to earn the minimum 
wage and are unable to find jobs even in the summer months, 
. when youth employment is at its peak. 

Providing a youth opportunity wage would enable retail grocers 
to establish and expand youth employment opportunities. In addi- 
tion to traditional supermarket jobs, teenagers could ptjrform such 
tasks as assisting elderly shpppers or women with small children. 
These tasks are often not cost effective under current wage rates 
and are often foregone by retailers in favor of more essential busi- 
ness functions. , 

Stores that provide such shopper services not only retain more 
customers and enjoy greater visibility, but also create job opportu- 
nities for youth which are not feasible at the current rate. These 
young people would gain essential human-resource skills in addi- 
tion to a wage. 

Finally, I would like to address some of the opposing arguments 
to the proposed youth opportunity wage. First, opponents claim 
that a youth differential will result in employers firing older work- 
ers ahd hiring teenagers. As a retail grocer, I am not going to hire 
a teenager at a low wage to replace a higher paid experienced em- 
ployee. It makes no sense to fire a productive employee in a posi- 
tion of responsibility, and hire an employee with little or no experi- 
ence. An employer who had engaged' in such a practice wduld 
likely jeopardize employee morale, gain . an unfavorable reputation, 
and have trouble attracting pri)spective employees with valuable 
skills and qualifications. ' 

Another argument against the youth opportunity wage is that 
employers will fire teenagers and replace them with new teenagers 
, at the youth opportunity wage level. Training of store personnel is 
an investment by the employer in the employee, for th^, betterment 
of the business. It takes time and money to train new employees. 
Little, if any, savings would result from continually repl.,cing em- 



The Youth Employment Opportunity Wage Act of 1984 is a posi- 
tive step toward reducing existing unemployment among youths, 
improving their chances for obtaining future permanent employ- 
ment and providing appropriate incentives for employers in the 
food distribution industry to hire young people. 

NGA supports the youth opportunity wage and will work toward 
accomplishing the goal of expanding teenage employment. On 
behalf of NGA, I wish to thank the committee for the opportunity 
to testify in support of the youth opportunity wage. 

[The prepared statement of Mr. Kondor and additional material 
supplied follows;] 
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INTRODUCTION 

Mr. Chairman and Conunittee members, I am Jim Kondbr, a member of 
the Natiopal Grocers Aasociat'ion Board of Directors and the owner of 

ondor's Thriftway of Winter Haven in Florida", I operate seven 
grocery stores in central Florida, with three stores in Polk County 
and 1 store in Hardy County, Both areas have high teenage 
unemployment rates. 

The National Grocers Association (N.G.A.) is a national 
non-profit trade ass^pciation representing 1600 independent retail 
grocery firms, 63 retailer-owned cooperative warehouses which service 
over 28,000 independent grocers, and 57 state and local foo<3 
associations. N.G.A. members serve consumers in every type of 
community — u^ban, rur*al , suburban and inner city — by operat ing 
supermarkets, small and medium size grot ry stores, as well as 
warehouse and convenience stores. * 

I wish to commend the Chairman and this Committee for holding a 
hearing on S. 2687, the proposed Youth Employment Opportunity Wage 
Act, and for providing N.G.A. with the opportunity to comment on ways 
to provide employment opportunities for young people during the 
summer months. My comments today will focus on the effect o^ the 
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minimum wage on youth employmert in the grocery business, as well as 
on the merits of the current proposal as an incentive for the food 
distribution industry to hire additional youth. 

a YOUTH EMPLOYMENT IN THE GROCERY BUSINESS 
UNDER THE MINIMUM WAGE 

Since fpod retailers were first covered as enterprises under the 
Fair Labor Standards Act in 1961, grocers represented by N.G.A. have 
had a close and continuing interest in the impact of this law. 

The retail grocery industry has traditionally been a large 
employer of teenagers for* customer services, including bagging, 
carrying out grocer ies , retrieving carts, etc. As the faderal 
minimum wage increased 46 percent from 1977 through 1981, retail 
grocers had to reconsider whether to retain such employment 
opportunities. Despite a willingness, and desire by retail grocers to 
train and employ teeagers, economid conditio.os decreased teenage 
employment opportunities in food retailing. 

In 1981, the National Association of Retail Grocersof the 
United States " (NARGUS) (one of N.G.A. 's predecessor organizations) 
undertook a survey of retail grocers to evaluate the impact of the' 
minimum wage on consumers, employees, and retail grocers. Five 
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hundred and fifty retail grocery enterprises operating 2555 food 



stores responded to the survey. The retail grocers respond ing 



employed over 60,000 employees, approximately 52 percent were 



part-time and 48 percent were full-time. The final report was 



submitted to the Minimum Wage Study Commission. Over seventy percent 



of the retail grocers responding decreased the number of teenage 



employment opportunities* 



4 

Under present law, instead of paying the minimum hourly wage or 



dacreasing teenage employment opportunities, retail grocers have the 
option of employing full-time students at 85 percent of the minimum 
wage* While there are approximately 179, 000 gi;;ocery stores in the 
" United States, the U.S . Department of. Labor estimates that only about 
3,000 food stores used the full-time student certificates in 1984, 
down from about 3,700 in 1981. This alternative is inadequate, 
ineffectual, anci a bureaucratic nightmare for retail grocers. - 

The regulations on employing full-time students at 85 percent of 
the minimum wage require special certification. Any retail grocery 
employer. Including single units and multi-stores, may employ no more 
than six full-time students at 85 percent of minimum wage without 
prior Department o'f Labor authorization. To employ more than six 
full-time students, applications must be submitted for each store and 
employment may not commence until approval from the Department of 
Labo.; has been received. 
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• A limit of 10 percent of the total month,ly hours of all 
employees is imposed for employers seeking to employ more than six 
full-time students* unless a higher percentage monthly allowance can 
be established by historical information. It is difficult for an 
establishment to have a sufficiently high monthly hour total for 
employees to meet the 10 percenc limitation'. For example, it would 
take 16,000 hours or approximately 100 tull**time employees to allow 
employment of 10 full-time students for 40 hours per week during 
vacation periods. 

The effect of these paperwork and regulatory burdens has been to 
eliminate the incentive for retail grocers to hire., full-time 
sbudonts. As a result", retail grocers have curtailed employment 
opportunities for youth. If employment opportunities for teenagers 
are to be expanded Congress must act to eliminate the paperwork and 
red tape. ^ ' 

ft 

^ CURRENT PROSPECTS FOR TEENAGE ' EMPLOYMENT 

{ 

Unemployment for teenagers ia. currently around 19 percent, 
with a black and other minority teenage unemployment rate around 50 
percent. In March 1984 almost 500,000 black teenager^ were listed as 
unemployed. Many of t\)ei\Q young people are unemployed because they 
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lack the skills and experience to earn the minimum wage^'and are 
unable to find jobs even in the, summer months, when youth employment 
is at its peak. For example, in July "1983, only 54 percent of all 
white youth and 37 percent of minority youth^^were able to find jobs. 
Studies estimate that each year of work experience tar a young 
individual is associated with a subsequent and permanent increase in 
wages of approximately 10 to 20 percent. ^ 
, ( 

The ^uth Employment Opportunity Wage Act of 1984 (S, 2687) is a 
positive step toward creating auromer job opportunities for teenagers 
in the retail food industry. The legislation would permit the 
employment of teenagers ages 16 to ,19 at $2.50 an hour from May 1 
through September 30. It would prohibit employers from firing 
current employees to hire teenagers. Employers would also be 
prohibited from lowering the wage rate below $3.35 for any youth who 
has been employed by the employer at any time 90 days prior to May 1 
of each year. The entire program would expire in 1987, and the Labor 
Department would have to submit a report on the effects of a youth 
wage tQ Congress. 

The basis of the youth opportunity wage is to provide entry 
level jobs for teenagers. After gaining some work experience, those 
teenagers will undoubtedly have the same opportunity for advancement 
as other employees. Hiring teenagers to replace experienced 



131 



127 



managers, clerks, stockers, and other employees in retail food storos 
does not make economic sense. However, providing a youth opportunity 
wage would enable retail grocers to establish and expand youth 
employment opportunities. 

In addition, teenagers could perform tasks which greatly 
'contribute to'customer and community relati^ms of a store, such as 
assisting elderly ' shoppers or women with small children. These tasks 
are often not cost effective .under current wage rates and are oflon 
foregone by retailers in favor of more essential business functions. 
Stores that provide^ such shopper " services not onV§ retain more ^ 
customers and enjoy greater visibility, but also create 'job 
opportunities for youth which are not feasible at the current wage 
rate* Tfheae young people would gain interperapnal and human resource • 
skills in addition to a wage. 



* ANSWERS TO ARGUMENTS AGAINST TH E SUBMINIMUM WAGE 

I «i 
Numerous arguments have been raised against creating a youth 
opportunity wage for teenagers. I would like to address some of 
those arguments today. 
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First, that a youth difeerential will result in employers firing 
older workers and hiring teenagers. As the N.G.A, report indicates, 
increases in the minimum wage have decreased employment opportunities 
th'at have traditionally b^en available to teenagers in food 
retailing. In effect, t\\e teenage job market in food retailing is 
shrinking or being eliminated. A youth opportunity wage will reverse 
this trend. As a retail grocer 1 am not going to hire a teenager at 
a low wage to replace a higher paid employee. The key to economic 
survival in the retail food Industry is productivity. It makes no 
se^se to fire a productive employee in a position of responsibility 
and hire an employee with litble or no experience. 

Besides, if this argument were true, employers today would be 
; firing employees earning above the .minimum wage by the thousands and 
replacing them with individuals at the minimum wage level. No study 
of the federal minimum wage that I am aware of has ever given serious 
credence io this theory 'in practice. Certainly, the Congress has not 
been overcome ^with cries to take -action. From an employee relations 
po^nt of view an employer who engaged in such a practice would likely 
jeopardize employee morale, t,gain an unfavorable reputation, and have 
trouble attracting prospective employees with valuable skills and 
qualifications. 
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Another argument against the youth opportunity wage is that 
employers wi.ll fire teenagers and replace them with new teenagers at 
the youth opportunity wage leveU As mentioned earlier, training of 
store personnel is an investment by the employer in the employee for 
the betterment of the business. It takes time and mo ,y to train new 
employees. Little, if any, savings would result from continually 
replacing employees. . One of the best assets a retail grocer can have 
is a stable reliable workforce, 

S. 2687 would subject an employer to severe penalties for 
engagirtq in a pattern or practice^ of substituting younq workers 
earning the youth opportunity wage for older workers earning at least 
the minimum wage, or terminating young employees and employ Ing' other 
young employees in order to gain continual advantage of the youth 
opportunity wage. Employers would not only be subject to backpay 
penalties, but also to fines of up to $2,500 for the first offense 
and up to $10,000 for subsequent offenses. The penalties provided 
are-'a strong deterrent to employer abuse of the youth opportunity 
wage* 
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CONCLUSION 



■'The youth opportunity wage offers em^.'oyers an incentive to 
maintain e>nd develop employment for youth. Continuing and persistent 
high unemployment of^America's youth d^enies a vital private sector 
work experience. The advancement of our nation's productivity 
requires a commitment to providing as many teenagers as possible the 
responsibilities and benefits of employment. N.G.A. supports the 
youth opportunity -Wage and will work toward accomplishing the goal of 
expanding teenage employment. On behalf of N.G.A., I wish to thank 
the Committee for the opportunity to testify^ in support of the youth 
opportunity wage. 
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' EMPLOYMENT OF STUDENTS BPLOW 
REGULAR MINIMUM WAGE 

t. OfllnUlon of Studt nl. To be eligible for employment at special min- 
imum wages, the individual must be a "full-time" student receiving ^ 
primarily daytime instruction at the physical location of an accredited 
school. The student must be at least 14 years old No maximum age 
limitation applies. 

2. Hourt of Work. Students will be permitted to work at special minimum 
wages outside scheduled hours of instruction, and for not more than 8 
hours a day. When school is not (n session, they cannot work more than 
40 hours a woek. When school, is in session, 20 hours is the maximum 
lime they may work in one week, except that when a full-day holiday 
OQCurs on a day when the store is open, the 20 hours weekly limitation 

^. may be increased by 8 hours for each holiday. 

3. Sptclal Minimum Wage, A student may not be employed at less than 
85% of the regularly applicable minimum wage 

4. Child Labor Rtgulatlont. Under child labor regulation 3. employment 
of 1 4 and 1 5 year old mlnof s is limited to outside school hours and only 
between 7 a.m. and 7^.m. (9 p.m. June 1 -September 2). Three hours per 
day is the maximum on school days; 8 hours on nonschool days. 
Eighteen hours per week is the maximum in school weeks; 40 hours 
during nonschool weeks. In addition, any state and local child labor law 
must be met. When a student is lesS than 1 8 years old, restrictions apply 
on' hazardous occupations for minors. 

5. Retail Or Strvlct Eslabllihmenl. If paid below the regular minimum 
wage, the student must be employed in a retail (or service) establish- 
ment defined as a store at least 75% of whose annual sales is not fof 
resale and is recognized as r.etail sales in the industry. If 25% of the 
annual sales or more is for. resale, the store *Hl not qualify. 

e. Full-Tlmt Sludtflt Ctrtlflcalt. A retail "enterprise" may employ no 
more than sixlull-time students at not less than 85 percent of the regular 
minimum wage rate without prior authorization by the Departmerrt o! 
[ abof This special procedure is conditior^al on the employer forwarding, 
a properly completed application to the Wage and Hour Division not later , 
than the start of ahe student employment. Retailers wishing tc take 
advantage of this special provision for the first time should requesttheir 
Wage Hour office to send them Application Form WH-200 before 
employing a full-time student at less than the regular minimum wage 
rate. 



Unless the special provision concerned with six or less full-time 
students applies, a retailer may not employ a student at a submlnimum 
wage without first applying for and receiving a full-time student certifi- 
cate for each store where such student employment i3 to take place. 
Each certificate is good for one year and Is renewable. Application and 
renewal forms may be obtained from a U.S. Labor Department Wage and 
Hour Regional office. Forms a^e filed In the Regional office. 

If more than six full-time students pald iess than the regular 
minimum wage are to be employed on any workday, the ^^Uiler must 
show such employment will not create a substantial probability of 
reducing the employment opportunities for persons other than those 
employed under the certificates. Also, a strike or lockout must not ex^t 
at the store for which a certificate Is sought. A certificate will not be 
issued where a wage reduction for q current employee will result. 

The allowable extent of full-time student employment under a 
certificate varies depending on whether: (1) the employer proposes to 
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employ no more than 6 full-time students at subminimum wages; (2) the 
employer requests authority tor not more than 10 percent of the total 
hours of all employees during any month; or (3) the employer requests 
authority for student employment exceeding I'O percent of total ho 3 of 
work of all employees during any month. 



7. Applications For No More Than 10 Percent of Total Hours of All 
Employees During Any Month are more easily-granted since they do 
not require, or depend on, a past practice of employing full-time 
students, and detailed historical employment records are not required. 



8. Applications For More Than 10 Percent of Total Monthly Hours Of 
All Employees- The Administrator's regulations contain the following 
formulas for determining ine proportion of student hours of employment 
under a full-time student certificate: 

(a) Stores Having Records of Hours Worked by Students and Covered 
by the Law Before May 1 , 19'*4: 

(i) the proportion full-time students worked under a special certifi- 
cate to total hours of all employees for the corresponding month 
of the preceding 12 month period or; 

(ii) the maximum proportion full-time students worked under a 
special certificate to total hours of all employees in any corres- 
ponding month before May 1. 1974. Or; 

;.(iii) ten percent (10%/ of the total hours of all employees during any 
month. 

(b) Stores Having r^ecords of Hours Worked by Students and Covered 
by the Law For The Firs\ Time Under 1974 Amendments to the Act. 
(example store with sales of less than $250,000 covered for first time. 
January 1 . 1975. January 1 . 1 976, or January 1 , 1 977, depending opl 
"its sales volume); / 

(i) the proportion of hours worked by full-time students to total 
hours of all employees in \he store during the corresponding 
month from May 1 973 through April 1 974. or * . 

(ii) the proportion of full-time student hours of employment under 
certificates to total hours of all employees during the 
corresponding month of the preceding 12-month period (this 
alternative is not appliCible to all months of the year until 12 
months after May 1. 1974); / i 

(iii) ten percent (10%) of the total hours of all employees', during any 
month, whichever results in the highest ratio. f 

(c) Stores Without Records of Student Hours Worked, the allowed 
propor*ion is based either on full-time certificate allowances or the 
ratio between actual student hours of employment. to total hours of 
all employees 'lor: 
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(i) similar store of Sc 'e employer in same jgeneral metropolitan 
area, or 

(ii) similar store in'^same or nearby community, or 

(iii) other stores of same general cnpracter operating in the com- 
munity, or nearby community. 

9. Records. In addition to regular records the employer must keep, he must 
have information from the school attended that the employee receives 
primarily daytime instruction at the physical location of the school in 
accordance with the school's accepted definition of a full-timo ntudent. A 
record of monthly hours of employment of students and total hours of 
employment during the nnonth for all employees in the store must be 
kept. All-records are to be preserved for 3 years and made available for. 
inspection. 

10. Note. Retailers interested in employing full-time students at subminimum 
wages should ask their nearest Wage-Hour Division office for a copy of 
the Administrator's Interpretative Bulletin, Part 519, entitled "Employment 
of Full-Time Students At Subminimum Wages", as well as Wage-Hour 
application form WH 200 along with accompanying instructions. 



STUDENT CERTIFICATES 

1. Introduction. Food re:..iers should check their employment records to 
assure conformance with the Federal Wage-Hour law, A United Slates 
District Court has held that a food retailer willfully violated the minimum 
wage, overtime pay, and recordkeeping requirements of the Federal 
Wage-Hour law. The Court found the food retailer violated the law by 
employing full-time students without obtaining student certificates and 
employing full-time students longer than 20 hours during school weeks. 
This statement provides a summary oi United States v. Nolen's Inc., 77 
CCH LC 1 1 33,270. and current requirements of the law. 

2. Facts disclosed that full-time students were being paid less than the 
minimum wage. The retailer contended he relied on advice given by the 
Wage and Hour Division, U,S. Department of Labor that full-lime students 
could be employed at least 85 percent of the applicable minimum 
hourly wage. Nolan never applied for nor was granted, a certificate to 
employ full-time students for no* less than 85 percent of applicable 
minimum hourly wage. 

' 3. The Federal Wage-Hour Law was violated by (1 ) not obtaining a full-lime 
student certificate and (2) employing students in excess of 20 hours 
dunng a school week. Good faith reliance is a defense. But in this case the 
employer failed to prove reliance on any written administrative regulation, 
order, ruling, approval, or interpretation of the Administrator of the Wage 
and Hour Division of the Department of Labor. Rulings or interpretations 
for this defense must be those of the Administrator, and not regional or 
field officials. 
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Ms. IvKKsoN. Thank you very much. 
' I apologize for the fact that we are in this situation. We have no 
chairman. Everyone is over on the floor voting, and I am not sure 
exactly when Senator Grassley might be able to return. 

This does happen to us occasionally, for which I apologr/,e. But 
you didn't come all this way to Washington not to present your 
views conclusively or comprehensively. So what 1 would like to do, 
if you will bear with me, is ask the questions that Senator Hatch 
would have asked had he been able to stay. 

One response to those concerned about adult displacement with a 
youth differential is that it wouldn't make much sense for a busi- 
nessman to "lay off an experienced adult employee th a proven 
record of dependability and competence just to save cents an 
hour for only a 5 month period of time. " , . , j 

Is that an' accurate assessment of business attitude toward 
valued employees? ' ' 

Mr. KoNDOR. I would say, yes, it is an accurate assessment. We 
would not lay somebody off for 85 cents an hour savings, not even 
$1 an hour savings. We really wouldn't. 

Ms. IvKRSON, Mr. Busken? 

Mr BusKKN. Yes, in our industry that is a very accurate assess- 
ment, and I think I indicated that. That would be a very short- 
sighted decision in our industry to lay nff a person who has skills 
and experience and dependability for a short-term $2.50 an hour 
person. That would be very shortsighted. It would not be an issue 
in our industry. , 

Ms. IVERSON. How much time on the average does it take tor you 
to train individuals? Probably, in Mr. Thomas' industry, it takes a 
little longer. That's an investment you don't want to give up easilv. 

Mr. Thomas. You know, I think that businessmen are constantly 
accused of being very, very cutthroat. And let's face it, if we want 
to be realistic about summer help, most of the summer help that 
the' companies we reprssent could do with or without the help. All 
right. They basically hire because they feel that, "Hey, here s a 
commitment that we have to youth in our community to do some- 
thing for them, to provide them some training." 

I know, myself, right in our own office, now if I hire a young lady 
for $8.25 an hour, I know I am not going to get my $8.25 an hour, 1 
mean that's a given when you bring that person on. And they Can 
give you 50 percent of what somebody else was making, you know, 
most of them can. That's all you're asking for. , 

The main thing is that businesses, in order to— and we re talking 
about community businesses, people that work in sort of a region; i 
am not talking about businesses that are across the country— they 
are involved with youth for various reasons, and it s not just be- 
cause of what they Ve going to bring to the table. It's what you can 
do for them while they are there; Can you get them to come in at « 
o'clock; can you get them not to watch the clock; can you get them 
to leave on time; can you get them to come back in cn luncheon 
time; and ovei'all, can you get some production out of thern.^ ^ 

And I think that we have to look at that bill this way, NVe re not 
looking to get or to di-ain $2.S5 out of anybody, or $2.8i). We want 
to be involved and make sure that we're building some kmd ot 
foundation with our youth and to build some kind of work ethic 
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with our youth which seems to have been lost over the last few 
years. 

Ms. IvERSON. What kind of jobs would you anticipate opening up 
for youth if this were to become law? In particular, you can relate 
this to your own business, how many more young people you might 
be inclined to bring on if this bill were to become law. 

Mr. KoNDOR. I operate seven grocery stores in Florida and antici- 
pate that, if this lelgislation is enacted into law, I could hire from 
one to two '^ouths per store. Even assuming that I e^mploy only one 
youth at each retail store, there are appioximately 179,000 food 
stores in the United States, and if each one employed one youth 
during the summer months, it would go a long way toward achiev- 
ing the goal of the legislation: to empl . 400,000 youths during the 
summer months. 

I ciin foresee numerous tasks for these summer employees. For 
example, they can work as bag boys to speed up my front end 
checkout procedure. I would put some of them to work in the back- 
room to keep it clean and better organized. In e.ssence, these part- 
time youths would be able to focus upon jobs that are frequently 
ignored under the pressure of meeting payrolls. 

Ms. IvERSON. Is that something that NGA might pursue as an or- 
ganization, getting each one of your members to bring on, say, one 
extra person? 

Mr, KoniDOR. That asks for quite a commitment. T don't know 
how the rest of them would feel about that. I would like to defer 
that question to Mr. Wenning. 

Mr. Wenning. I think it's a worthwhile project. We have been 
very active in the area of private sector initiatives, and we certain- 
ly would explore the issue with our membership. 

Ms. IvERSON. Mr. Busken, did you have a comment on that? 

Mr. Busken. Well, we, too, would find a place for these individ- 
uals that would be helpful to o^^r business. As we mentioned, in our 
industry we would probably be able to add one person, maybe two 
people in our bakery, and in each retail bakery. And we're repre- 
senting 80,000-some bakeries. 

What would those people do? I could see a number of things. 
One, I could see adding additional sales clerks and improving the 
service to our customers. I think we would all appreciate that. 

I can see also even doing customer surveys and things that a 
retail baker doesn't get to do because he cannot afford the luxury 
of that type of research or studies, so to speak. There are many 
things that we could do to enhance our business with that added 
individual. I have no problem with that. 

Ms. IvKRSON. Why, in your opinion, don't more businesses take 
advantage of the student exemption and hire more full-time stu- 
dents? I am getting here to the question that has recurred this 
afternoon about the S5-percent differential for full-time students. 
And I know Mr. Kondor alluded to these reasons in his testimony. 
Did any of you want to expand on that? 

Mr. Thomas. In the construction industry, with all the cost certi- 
fication that you're involved in, the Davis-Bacon Act and all the 
different employment things that you have to do, you just don't 
want any more paperwork. And that's basically why the companies 
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thai wo ropresent have not gotten directly involved in that piece of 
legislation. 
"Ms. IVHRSON. Mr. Wenning. 

Mr. Wen NINO. I have represented the retail grocery industry for 
over 10 years, including the period in 1977, v^hen a provision was 
enacteci that was supposed to make it simpler for employers to use 
the' subminimum 85 percent rule. Under a Department of Labor 
regulation a retail grocer, for example, may employ no more than 
six fulhtime students at not less than 85 percent of the regular 
minimum wage rate, if he has made appropriate application to the 
Department's Wage and Hour Division. The restriction of six em- 
ployees applies not to each individual grocery store, but to the em- 
ploying company, regardless of the number of grocery stores which 
it may operate. Consequently, this special exemption program has 
a built-in limitation oh the number of full-time students which can 
be hired. If an employer wishes to hire more than six full-time stu- 
dents, then the DOL regulation, a explanation of which I will 
gladly provide for the record, requires the employer to compile the 
total number of hours worked in. each store since 1974 on a month- 
by-month basis to access if the working hours of the full-time stu- 
dents will exceed 10 percent of total hours of work of all employees 
during any month. 

In addition, there are additional record-keeping requirements 
with which the employer must comply, such as information from 
the full-time student's school and retain for 3 years. In the case of 
the retail grocery industry, when one begins to explain the various 
procedures and recoi'dkeeping requirements to employers, they 
throw up their hands and say it's not worth it Applications to 
DOL, certifications of full-time student's eligibility, computation of 
hours worked for all employees, retention of records for 3 years, 
and various other paperwork requirements discourage grocers from 
participating in this program and diminish the number of jobs 
available to full-time students. 

Ms. IvpmsoN. So we're really not just talking about simply send- 
ing back a postcard, as Mr. Denison indicated? 

Mr. Panai'o? 

Mr. Panaro. To echo what Mr. Wenning just said, our industry 
is pretty similar. The main problems with the student exemption, 
are, first of all, many of our members sav 85 percent just isn't 
worth it. It's just like having a store say, ^*Sale, 10 or 15 percent 
off." Most people think that's not very much. If they get 40 or 50 
pei'cent off, that's a sale. 

But second, there is that limitation of six full-time students. And 
if I am not mistaken, it is on an enterprise basis. So it is not cor- 
rect, for example, that McDonald's or Burger King could go out 
and hire 30,000 students. That is not correct at all. 

Thirdly, the students aren't available certain 'hours. Some of the 
students aren't interested in doing that sort of work. But that's the 
main problem, that limitation of six. 

If I could just take another 10 seconds with respect to the ques- 
tion you asked earlier in terms of displacement, anyone who raises 
that as a concern I think is not familiar with the Fair Labor Stand'- 
ards Act. This bill would amend the Fiuv Labor Standards Act. 
There is a section in the Fair Labor Standards Act which pi'ohibits 
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discrimination or retaliation against an employee for exercisii^g 
any right? under the act. So if someone were to dismiss an employ- 
ee under some provision of the Fair Labor Standards Act, there 
would be sanctions against that that are already in the act in addi- 
tion to the sanctions provided for in this particular bill. So that is a 

false issue. , , . 

Ms. IvERSON. Just one final question. Do you believe that busi- 
nesses would respond equally as well to legislation which would 
exempt young employees from payroll taxes which add to the 
direct cost of hiring young people? In other words, you've got the 
wage and then on top of that you have various payroll taxes. This 
is a new thought. Do yoU think that businesses would respond as 
well to a proposal which would, say, exempt them from, say, 
F.I.C.A. or unemployment compensation taxes? 

Mr. Thomas. I think they would be very favorable, but I don't 
know how 0MB would look at that. But I think they would be 
very, very favorable to any kind of exemption to again reduce the 
paperwork. 

Ms. IvERSON. We are just ng to make comparisons here. 
Mr. Kondor? 

Mr. Ko*4DOR. On the income tax, if they were exempt from 
income tax, it would probably be an incentive. I don't see how we 
could possibly be exempt from F.I.C.A. 

Ms. IVKRSON. I have a feeling that would also be quite controver- 
sial, but that was a suggestion we had received. 

Gentlemen, thank you very much. Once again I apologize for the 
fact that the Senators themselves couldn't hear the rest of your 
statements. Thank you very much for coming. 

Mr. Kondor. Thank you. . tt 

Ms, IvERSON. Our next witnesses will be Dr. Masanori Hashi- 
moto, from the University of Washington at Seattle; and Dr. Finis 
Welch, from UCLA. . 

Ms. IvERSON. Both members of our economic panel this afternoon 
have published considerable research in the area of the minimum 
wage and its effects on employment. And I have personally read 
quite a bit of it, and am very impressed with it, as are all the mem- 
bers of this committee. And we appreciate very much the fact that 
you traveled a long distance to be with us this afternoon. 

Dr. Hashimoto, could we start with you, please? 

STATKMENT; of masanori HASHIMOTO, PH.D.^ ASSOCIATE FRO- 
FESSOR OF ECONOMICS, UNIVERSITY OF WASHINGTON, AND 
NATIONAL FELLOW, HOOVER INSTITUTION 

Dr. Hashimoto. My name ir Masanori Hashimoto. I am associate 
professor of economics at the University of Washington in Seattle, 
and a National Fellow at the Hoover Institution for this year. 

I am pleased to have this opportunity to testify on behalf of the 
Youth Employment Opportun* y Wage Act. I am very much in 
favor of this act, as I believe that it will go a long way m alleviat- 
ing some of the harmful effects of the minimum wage law on this 
country's teenage workforce. In fact, I would prefer that the youth 
differentials be made permanent rather than just for the summer 
months and for the limited number of years that this act proposes. 
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However, given the reservations some people would have about 
such a step, I consider the current proposal to be an acceptable 
compromise and a heatthy step in the right direction. Perhaps 
when the results of this experiment are in, further reforms will be 
possible. 

The penalty provisions in this act certainly should help dispel 
any fear that the youth differential will lead to displacement of. 
older workers and women. Even without such provisions, a youth 
subminimum wage is likely to confer more benefits than harm. For 
example, a study by Daniel Hamermesh, which by the way was 
commissioned by the Minimum Wage Study Commission, concludes 
that a 75 percent youth subminimum is likely to aid more teens 
than harm adults. Under some circumstances, the youth submini- " 
mum may in fact increase both teenage and adult employment, ax;- 
cording to Hamermesh. This is also because the overall reduction 
« in the labor costs may cause the scale of economic activities to 
expand and therefore increase employment across all age groups. 

This act basically liberalizes existing FSIlA provisions under the 
student-learner program and the full-time student program, to 
make it easier for employers (o hire young workers^ at submini- 
mum wage rates. Under the current law, employers 'must expend 
considerable time and effort in order to obtain the required certifi- 
cates from the Department of Labor authorizing? the use of these 
provisions. 

In addition, there are restrictions as to the weekly ^hours of em- 
ployment and the number of students that the employer can ^ hire 
at subminimum wages. As a result, many employers consider these 
provisions not worth bothering with, and they have notobeen, used 
extensively. " ' , 

It is perhaps relevant to note here tnat Japan has Had a mini- 
mum wage law since 1959, but th(^ law has had few adverse effects 
on that country's labor mark' * ause the minimum wage levels 
have been set rather modestly . Y because they differ by region 
and industry to reflect differences m labor productivity', profitabil- 
ity, and the cost of living. , 

The available empirical evidence supports the argument that the 
minimum wage is harmful to the employment opportunities* of 
young workers and offers a valid basis for this act. Indeed, the evi- 
dence from recent research by Robert Meyer and David Wise indi- 
cates that there is little net gain in the earnings of teenagers as a 
whole, because the loss of jobs suffered by some of these youngsters 
totally offsets any gains in the earnings of the ones xho manage to 
keep their jobs. This and other related evidence cast in doubt the 
existence of any potential antipoverty benefits of the minimum 
wage law. 

The harmful effects of the minimum wage law extends beyond 
the loss of current employment. In particular, work experience 
during these years is critical if teenagers are to acquire essential 
knowledge about the world of work as well as valuable on-the-job 
training, each of which facilitates the pursuit of productive careers 
in their adult life. I call these factors training, for simplicity. , 

Research findings by Linda Leighton and Jacob Mincer, as well 
as the one by myself, indicate that the minimum wage law signifi- 
cantly reduces the training opportunities avaih ble for teenagers. 
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This reduction gomes about in two ways; First, those who . are 
thrown out 6f jobs clearly los6 the opportunity to receive training; 
and second, those who remain employed but must be paid the mini- 
mum wage find that their employers ^re not willing to provide . 
them with time oxl the job to learn valuable skills. • ■ 

My current research in progress indicates that some of the teen- 
agers who have been adversely affected by the minimum wage 
have tjxrned to crime as a source of income. The incidence of teen- 
age arrests in certain crimes increased after increases in the mini- 
mum wage. These arrests are mostly in coni)|ction with property- 
related crimes. 

What is interesting about this finding is that the minimum wage 
• law seems not to have affected the arrests for those in the-20-24- 
year category. This losult is expected, as this labor group generally 
have a higher market value than teenagers and, as a result, are 
less affected by the minimum wage. 

Also, teenage arrests for crimes not directly related to property 
have been unaffected by the minimum wage. These findings are 
consistent with the arguments that the minimum wage harm^p 
teenagers' labor market opportunities. 

So in conclusion, I believe that there is no doubt about the harm 
that the minimum wage law inflicts ibn the labor njarket of young 
workers, These effects are manifest in high levels of teenage uijem- 
ployment, low labor force participation rates, cutbacks in training, 
and even high crime rates in some areas. By enacting, the Youth 
Employment Opportunity Wage Act, we will be makihg an impor- 
tant investment in the quality of the future ^dult wOrk force. 

Thank you. %S . 

Ms. IvERSON. Thank you. Dr. Hashimoto. 

Dr. Welch. 

STATEMENT OK FINIS WELCH, PH.D., PROFESSOR OF 
ECONOMICS. UNlVERSiTY OF CALIFORNIA, LOS ANGELES 

Dr. Welch. Good afternoon. I am pleased to have been invited to 
testify concerning the proposed Youth Employment Opportunity 
Wage We each have a personal obligation to protect our own self- 
interest. When we search for jobs, we do the best we can. But for 
some, the best isn't very good, and that's where issues of minimum 
wages arise. ,„ , 

Consider thc3e who, when free to negotiate their own termb,Jincl 
jobs only at low wages at less- than ^ome specified minimum. What 
kind of favor do we do if we say, "Your best isn't good enough, and 
unless you can find something better, something better than a min- 
imum that's arbitrarily specified, you can't work"? ^ 

Thf re is, of course, another side, because minimum wages specify 
terms for employers as weil. Just as we tell some workers that 
unless they can do better, they can't work, we tell employers that 
if they want to hire, minimum conditions must be satisfied. 

Workers who receive job offers always have the option of reject- 
ing them, even if rejection implies remaining unemployed rather 
•than working elsewhere. Employers who receive wage demands can 
also decline, either totally or in part. And they do. 
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This is not speculation. We all know from persoYial introspection 
that we try to avoid expensive items in balancing our budgets. \ye 
would be surprised if employers did not do likewise. There is. by. 
now/ an extensive literature showing that increased minimum 
wages redude employment. „ , * ' 

I persOna'jly have conducted four such studies, and if you are in- 
terested, I will be happy to answer questions about that. 

Before moving to the discussion of the differential minimum for 
' youth, I vvant to make it clear that I personally am opposed to min- 
imum wages. I am opposed not because I do not care about those 
who would otherwise earn less, bri because I do. Most of my profes- 
sional research has been devoted t^ studies of traditionally disad- 
vantaged groups. I am convinced that low wages predominantly re- 
flect low productivity, and that the way to raise wages is to raise 
productivity. We cannot raise productivity Jby legislative Tiat. 

My view of minimum wages is that ojpi , -balance they are simply 
perverse, doing the most harm ^or those th'ey would seek to help. I 
recognize that elimination of wage floor is not in the short-run 
agenda, so I turn to the question of differentials. 
. FMrst, consider the casecjagainst a youth differential. In doing so, 
*">cognize that there are plenty of adults who have low productivi- 
who are adversely*' affected by minimum wages.. The em'piridSal 
literature i^ not as clear about effects on adults, and this comes 
from the simple fact that low productivity workers constitute 
smaller proportions of prime-aged adults than of teenage groups. 
This is Jess true for older workers, particularly those, say, above 65 
years, but employment determinants for them are more' complex^ 
and we have been less 'successful in isolating the effects of mini- 
rnuTn wages. 

There are two points to be made against the youfh differential. 
The first is trivial. Youthfs have fewer family responsibilities and 
youthfulness is transitory in any case. Most of us get over being 
. young. . 

The ^c^nd point ie more subtle and perhaps more cynical. My 
reading of public sentiment is that opposition to minimum wages 
has grown steadily Huring the past 15 years, largely as a result of 
the expanding vclume^.of literature showing adverse c aployment 
effeqts. Almost all of this literature refers to effects on teenagers. ^ 
' If a youth differential destroyed the empirical base, and if as a 
consequence the mininium wage for adults was increased, I would 
oppose the differential. ' v 

The proposal before you is that the summertime youth minimum 
be fixed at 75 percent of the adult minimum. The way the differen- 
tial is to be introduced is to hold the adult minimum constant at 
$'i;.*^5 and drop the youth minimum to $2.50. 

If instead the proposal was tc/'hold the youth minimum constant 
at $;^,:}5 and increase the adult minimum tq $4.50, which would 
maintain the 25-percent differential, then 1 would oppose it. Simi- 
larly, I would oppose this bill if its successful implementation in 
any way contributed to an increased adult minimum. * / 

The case for the youth differential is, firsts that proportionately 
more youth would be advantaged. It really is an Employment Op- 
portunity Act. 
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Second, the young years are the formative ones, and haliits and 
attitudes developed when young are usually perceived as durable, l 
think I learned a lot working summers as a teenager, although 
what I did was unrelated to my subsequent profession. 

For many, the tie between the early and subsequent career is 
more direct and the on-the-job training is, more applicable. We are 
tU awdre of earlier times of formal apprenticeships, when the abili- 
ty to earn low wages when young gave employers incentive to 
allow onsite accumulation of craft skills. Most of us who study 
career earnings patterns recognize that the early career is earn'- 
ing-intensive and assume that there are trade-ofis in which learn- 
ing intensity can.be reduced in favor of greater current productivi- 

^^'Suppose the craft shops of the past had to contend with mini- 
mum wages. Don't you think that instead of using apprenticeships 
who had freedom to experiment with learning, craftsmen would 
have been more likely to rely on specialized helpers? Perhaps voca- 
tional schools would have developed for craft instruction, since 
even well-intentjoned ' legislators have not argued for minimum 
wages for students for time spent attending school. , • • 

> If you are asked to consider a short-run experiment— this is 
• one-it would permit some young people to work during.^summers 
who otherwise would be unable to do so. I think it s an experiment . 
worth trying. 

Thank you. , ax; i u 

•• Ms.* IvERSON. Thank you very much. Dr. Welch. 

. I have a few questions, and these few questions may even expand 
because you have raised others in your statements. 

First of all, has there been a distinguishable discouraged worker 
effect among young workers unable to get jobs? Has either one ot 
you done any work on that particular aspect of this issue.' 
Dr. Hashimoto. As a result of the minimum wage? . 
Ms. IvERSON. Yes. In other words, young people who simply drop 
out of the labor force because they have been—-- • 

Dr Hashimoto. Yes. There is some evidence that the labor torce 
participation rate is reduced as a Result of minimum wage, bo 
that's an indication of what you call discouraged workers. 

Dr Welch. The clearest empirical evidence is that employment 
is reduced. The next strongest piece of evidence is that the labor 
force participation rate is veduced. And the weakest piece of ev - 
dence in 'le entire chain is that the unemployment rate is affect- 
ed. The et !ct on the participation rate is aim' comparable to the 
effect on the employment rate. , j:^„„„^ 

So, sure, there is plenty of evidence, and its exactly the discour- 
aged worker phenomenon. , . , . . ^. t-u t. f^u 
Ms IvERSON. Mr. O'Hara mentioned in his testimony that he telt 
the youth opportunity wage would be ineffective in lowering the 
unemployment rate, because as soon as young people f arted get- 
ting jobs as a result of the subminimum .and then o^her young 
people believe there was a chance to get a job, they d start coming > 
back into the labor market, and therefore there would be little re-tj 
flection in the unemployment rate. Do you have a comment on 
that? 
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Dr. Welch/I suspect he s right. That's a peculiar sense of ineffec- 
tiveness. He's saying that indeed his guess is it would find jobs for 
young people; however, this thing that we call the unemployment 
^ rate might not be affected. . 

Dr. Hashimoto. I agree that the best measure is with the em- 
ployment rate— and unem{iloyment rate statistics may not show 
muc'h change because of its offset from labor force participation— 
but the fact that these additional workers are interested in getting 
jobs^and come into the labor market is itself a positive effect of this 
act.- 

Ms. IvERSON. While^^we ve mentioned Mr. O'Hara's statement, I 
would like to ask one other question with respect to his testimony. 
He also did not believe that the youth opportunity wage would be 
' effective because the gaps between the average industry wages and 
the statutory minimum wage were great enough that employers 
wouldn't respond to a subminimum. 
What are your feelings about that? 

Dr. Hashiiv][oto. The average wage may be higher than $2.50 or 
—whatever, but there is a whole range of wages, and a substantial 
number of teenagers are below or at these wages. And so they'll be- 
definitely set. And I think in terms of the Tjotential effects, the 
most reliable calculations I have seen is done Dy ^ study which was 
commissioned by the Minimum Wage Study Commission, but the 
Commission for some reason evidently chose not to take account of 
its findings. That's a study by Daniel Hamermesh, and he predicts 
a substantial increase in teenage employment as a result of the 75- 
percent subminimum in the order of 430,000 youngsters getting ad- 
ditional jobs, interestingly rather close to the figures we heard 
about today. 

So I dont think it's correct to say that just because the average 
wage is way above $3.35 or $2.50, that there is not going to be an 
effect. The statement ignores the fact that there is a whole range 
of wages that other people get, or the distribution of wage rates. 

Ms. IvERsoN. Dr. Welch? 

Dr, Welch. I' think the theory at least is very, very straightfor- 
ward: the higher the minimum wage, the larger the effect of the 
25-percent differential. And his comment in that sense was well 
taken. His agnosticism vis-a-vis point estimates and how accurate 
they are is something that we can disagree with. But I think the 
general point is that, relative to the aver/ige manufacturing wage, 
the minimum is low today by historic standards, is lower than the 
mean over the data span that's being estimated by people using 
Study Commission data, He is quite right on that point, 

Ms. IvERSON. It seems to me that he . was arguing that the 
demand for labor is more inelastic, that not many more people 
would be hired, given a drop in the minimum wage. 

Dr. Welch. No, that's not where it comes from. The idea is the 
heterogeneity idea where he's talking about that you've got people 
with a range of productivity. And if you impose a $10 minimum 
wage, you're knocking out a huge number of people. Now you drop 
to $7.50» so you've got Sfvpercent reduction. You pick up a very 
large number of people; you pick up more people than you would in 
a range of $;^,35 to $2,50, just because of the way productivities are 
distributed. It's a mechanical artifact. 
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Ms IVERSON. Do you agree with the Labor Department's esti- 
mate that a 25-percent wage differential cquld create in the neigh- 
borhood of 400,000 new jobs, given the restrictions that it would be 
summer only and so forth? . j . 

Dr Welch. I think the number is made up. Its anybody s guess, 
400,000—1 know the ingredients of the guess, and yis-a-yis avail- 
ability of guesses, it's not an unreasonable one. I think it s much 
mare to the point than the one predicted or the one carried in the 
Study Commission's report. 

The summary of research in minimum wage area that was pro- 
duced by the staff of the Study Commission is published in the 
Journal of Economic Liteiature in, 1982. I am on the board ot edi- 
tors of that journal and actually reviewed that study when it was 

submitted. . ^ , . u j • 

Tae range of estimates that they find in an across-the-board in- 
crease or decrease in the mmimum wage is 1 to 5 percent. My own 
work, I tended to find somewhere in the high side, but not at 5 per- 
cent—somewhat below that— associated with a 10-percent reduc- 
tion in the miriimum wage. ..... o c ^--Z a ^ 

All right, ir you're talkir.g about 25 percent, that s 2.5 tijrhes. And 
if you take the mid range of that l-to-5-percent guesstimate, you ye 
got 2.5 percent times a something that's 2.5 times as large, so you 
get up around 6.3 percent. . .u ^ 

Employment last summer for teenagers was 7 million, and t^iat 
led to a point estimate of about 500,000. All right, to that, the way ^ 
the 400,000 number was generated, they said: . . 

Look, let's add something because the calculations in the empiri- 
cal literature, the experiments that have been run have been 
aci-oss the board. Now, if we reduce the minimum for one but not 
for everyone, then some of the people who would have come m in 
the ad' ' category in this range between $2.50 and Ji'd.dS, they re 
• not coining in now because the minimum . is not being dropped, 
would also be picked up in the youth drop. So let s add something 
for that. 

A number was added. And then, l w 

Now, let's take sjmething away from the fact that we have inter- 
ference from Stale laws vrheve a number of the btates that have 
minimum wage laws that at this day and time are totally redun- 
dant with Federal legislation, would not be under the youth ditter- 

And so they moved from 500,000 up to 600,000 and then down to 
400,000. It's a very rough guess. I personally think its a little in- 
flated just because of thp temporary nature of the summertime pro- 

^^Dr" Hashimoto. Well, these are all forecast numbers, and like 
any other forecasts, they are going to turn out to be wrong when 
the actual act is enacted. That s inevitable. , . , , 

The question is whether the ingredients that went into the calcu- 
lations are sensible and take into account the most up-to-date infor- 
mation available. And as far as I could understand how those num- 
bers were arrived at, the people who calculated them used the sen- 
sible, reasonable parameter estimates that are available in the lit- 
eratui e, considered the relevance of substitutions away from adult 
work force, possible interference from the fact that some btates are 
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going to keep their $1^85 minimum wage and so his act mav not 
be enforceable in those States. ^ 

So, I think, given the information we have, the number is in the 
ballpark. But, you know, T would have produnpd a range, if J were 
calculating it, of numbers using some alternative assuntptions. And 
I probably would have come up with sohie ow numbers and maybe 
some other higher numbers and produced some tables. But the 
numbers we heard were just single estimates of 400, and I believe 
that that 400,000 is going to be in the range of numbers that I 
would calculate using the same information. 

Ms. IvERsoN. So itNmight not be exactly right, but at least it*s 
sort of in the ballpark? n 

Dr. Welch, i don't think it's going ti) be too far off. It's what we 
call a straight-faced estimate. 

Ms. IvERsoN. Do you know of anything in the literature now, or 
any research that could be done in the future, with respect to the 
effects of minin]um wage on teenagers employed in different re- 
gions? t ' ' 

For example, you can see various regional interests from the dif- 
ferent Stat^sV^^rfepresented on this committee alone, we have the 
intermountain West represented, we have the deep South, we have 
the Midwest. What can you tell us about the regional effects of a 
youth opportunity wage proposal? Can you predict any particular 
response in dilTerent regions? i 

Dr. Welch. The only cross-sectional work that I am familiar 
with— I guess there are a couple of studies. One that I did, there 
we looked at industrial composition simply because some industries 
were more intensive than low-productivity workers. But the main 
thing is simply that where wages are ordinarily are lowv, a uniform 
Federal minimum takes a larger bite, and so the dat^^vfhat I consid- 
ered for 1970, the big bite was in the South, whichf was not very 
surprising. 

Ms. IvERSON. De^u think that— right now we have a 3-year 
bill— do you thirfk that 3 years is adequate time to m^ke a compre- 
hensive evaluation of this concept? Or should it be longer? 

Dr. Welch. Well, for research, I would say youVe got a 2-year 
bill— excuse me, no, youVe got 1985. OK. And with plenty of an- 
nouncement, in fact. 

Aside from confounding problems of cycles, business cycles, ev- 
eryone saying that there is something special about these 3 years, 
it*s long enough. It's a temporary program anyway, being seasonal. 
And so the long-run kinds of adjustments that one would worry 
about of a longer run program I think are not going to^interfere. 

Ms. IVERSON., Do you think that 3 years' worth of data would 
help evaluate this thing fairly conclusively? 

Dr. Welch. It's a very nice natural exj)eriment. By the way, the 
interference with the States that would not be that much affected 
by this law offer a very, very nice beveling point because by con- 
trasting what's happening to teenagers in those States to the rest 
V of the Nation, I think that's the easiest and most direct way to go. 

My concern would be with data collection. And you know, given 
that the experiment is being conducted, how is it to be monitored. 
And to be able to analyze it after the fact, of course, you would 
want to know that you have.^ome data. 
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Ms. IvERSON. I would just like to ask one other question. I have 
been waiting all afternoon for this particular panel, so I am going 
to ask these particular questions. . „ '^i - r 

What factor do you believe contributes most signiticantly to 
future employment and earnings potential? We have heard testir 
mony that has said that formalized education and trammg pro- 
grams are essential to develop a long-term earnmgs potential. 
Other research has indicated that employment, labor force attach- 
ment, and so forth, at early age makes as much of a difference, it 
perhaps not more, than formal education. 

Which of these two do you think is of greater signiticance, or 
how do they work in combination with each other? 

Dr. Hashimoto. Well, I think one simple thing we could do to 
ensure prosperous employment opportunities for future young 
people is to remove those hinderances which existi now through the 
minimum, wage, laws, and enable employees to bay for their own 
on-the-job training by accepting whatever wage they work. And so 1 
would say that next to formal education, I think the value of work 
experience is potentially incalculable. And to the extent that mini- » 
mum wage does hinder that, the acquisition of this experience— 
and there is some evidence to that effect— I would let the^ private 
sectors offer on-the-job training and skill forjmation of young 

^^Dr'^WELCH I think, if I remember the reseairch correctly, my 
recollection is that if you get out to age 24 to )25, and you know 
what a person is doing when he's 16 or 17,. whether or not a person 
was working at 16 or 17 has a bigger kick in terms of income at 
age 24 or 25 than a year of schooling does. 

It's hard to interpret that result. To say that, you know, it the 
minimum wage creates new jobs for a lot of people or if a youth 
differ^tial does, if it's going to have the same kind ot ettect, be- 
cause" what you're talking about is sort of the kinds of persistent 
differentials among people, of personal attributes that happen to be 
correlated with the fact tl ul some did work and others did not at 
age 16 or 17. And those are the kinds of things that we re very bad 
at, or it's very hard to tickle out of data. And so we don t know 
how important the pure experience gain really is. 

My guess is that in terms of the durability of the experience, it s 
not very important. In terms of acculturation, of sort of learning 
that maybe what one' does has an effect on what one becomes is 
pretty important. And in that sense, I think employment of youth 
is an important phenomenon. ., j 

Ms. IVKRSON. So basically, then, employment as a teenager could 
be equally as beneficial to an individual as enrollment in, say, a job 

training program? , . ' . , 

Dr Hashimoto. These are not mutually exclusive opportunities 
either A lot of teenagers work part-time or on Saturdays. And you 
know, it is quite cop'ceivable that instead of working all lour Satur- 
days per month, now they are allowed to work for only three Sat- 
urdays, and that's basically moving to part-time employment op- 
portunities. So that's a cutback in employment. 

Dr. Wklch. The vocational skills that are being picked up as a 
teenager are not only relatively unimportant, are becoming less so 
as we become moro' highly educated, a more specialized society. 
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What one picks up sort m early years is just\ learning that you can 
be responsible for what you do. And I think the place to learn that 
is in a crucible of evaulation by other people, where there is some 
responsibility. 

Ms. IvERSON. What I was getting at is the idea that Federal job 
training programs can only handle x number of young people be- 
cause there are only x amount of dollars available. What happens 
to those young people who are the .101st person at the door and 
don't get into that job training program, but yet they are able to 
secure a job at $2,50 an hour. Perhaps that particular young person 
didn't necessarily lose anything at all in terms of future earnings 
and that young person may be equally as well served. 

Dr. Welch. Well, my point was that the job training program 
that doesn't hold the individuc.1 responsible, how he performs, or 
the youth entitlement program that says, **Vou're entitled to a 
minimum wage irrespective of the evaulation of your employer," I 
don't think is as valuable a piece of experience as being there with 
responsibility for what you do in determining your success in em- 
ployment. 

And I think that's what's really important about what, kids 
learn. 

Ms. IvERSON. Well, I do appreciate your indulgence. Dr. Welch, 
Dr. Hashimoto. I am very sorry that the Senators could not stay to 
hear your testimony and to ask you their questions. I am sure that 
several Senators will be sending you questions in the mail for the 
record. 

And I also wai t to say at thi:J point, too, that the fact that Sena- 
tors had to go vote and Senators had afternoon appointments that 
could not be broken, and so forth, does not indicate in any way a 
lack of* interest in this issue, or your comments about it. 

And I know for a fact that this hearing record will be extremely 
important in the future of this legislation and how far we are able 
to take it. And the arguments that have been made on both sides, I 
am sure, will be very widely read and studied. 

Thank you so much for being with us. 

Dr. Welch. Thank you very much. 

[ Additional statements received for the record follow:] 
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Federation of Indopondenl Business 

Anuu'ican Farm Bureau Fod.?ratlon 

Servlco Employees Inle-.'nat ional Union, AFL-CIO 

Renlamin Y. Cooper, ^ionior Vice President for Govornment Affairs, ' 
OrlntinK Industriy.s of America, Inc., 

,Ial«' Alarid, National Cluiirman, American 0.1. Forum of the United 
.■States 

Frnn.-is M I,unn1o Jr., Assistant Vice President for Industrial 
rations and mrector for Labor Relations, National Association 
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Albert I). Bourland, Vice ^'^-^''^'^f'/^\r""Z^^^^^^^^^ and Political 
Affairs. Chamber of Commerce of the United States 

nernard Anderson, Ph.D.. Di rector. Soci al Sciences, The Rockefeller 
Foundation 

Gerard F. I'urley. Executive Director, National Club Association , 
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I. Small BuslnegB' Rol« in Our Economy 

The economic greatness of the United States has been built on 
the firm foundation of small business. ' It ^Is the backbone and 
Ufeblood of our system of free, competitive enterprise. Small 
business maintains the challenge and competition essential to a free 
enterprise system. Individual small firms may bo very small; 
however. In Che aggregate they make up an extraordinarily tmt.ortant 
part of our economy. Consider the following statistics: 

small business accounts for nearly 99 percent of all the 
firms In the United States; 

- small business creates 42 percent of our Gross National 
Product ; 

- small firms provide over 50 percent of the private employment 
In the United States; 

- small business provides either directly or Indirectly for the 
livelihood of over 100 million Americans; 

small firms are flexible and innovative and produce over half 
of all the Important industrial Inventions and major 
Innovations In the United States; and 

- small businesses with under 20 employees generated of the 
net new Jobs In the economy between 1980 and l^JBZ. 

Unfortunately, this Impressive array of statistics and facts can 
be misleading. While small business plays a large and Important 
role In our economy. It Is faced with a constantly dwindling share 



1 U.S. small Buslne s Administration, 5^"^^ gj^, ^""Vm^^^^^' 
Washington. DC: Government Printing Oftl.ce. LfO'*, p. 25. 
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of the country econoalc activity and wealth. Small bualnaiiea atr 
heavily In debt, and aany are In danger of falling. Saall bualneaa^ 
balance aheets often reveal that liabilities exceed asaeta and they 

are unable to absorb the jiumerous jiosts that result from Inflation 
and high Interest rates. Business failures which lead to 
bankruptcies are commonplace. 

Rising labor costs put a particularly heavy burden on small 
businesses. NFIB meobers are among those firms burdened by labor 
costs. Small employers have been forced to lay people off whenever 
statutory wage rates are Increased* 

Rising labor costs have compelled smai; business owners to cut 
back on services and product* quality as well as labor. Urger 
competitors who are better able to pass on the Increased costs do 
not have to compromise these aspects of their businesses. The 
result Is that small, labor Intensive firms hove difficulty 
competing with lar^wiT competitors. 

m addition to economic conditions, the availability of labor, 
and competition from big business, small business owners must also 
take Into consideration the Impact of government on their firms, 
paperwork Is proliferating out of control. It Imposes at least a 
$100 billion burden on the economy, with more than half of that 
amount borne by business. Many Federal laws are suffocating the 
small entrepreneur under an avalanche of restrictive regulations 
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which sap hi. tine, fundi, wd productive energy. Inflicting 
unintended penalties on the small business owners and their 
enployees. 

The tine has come for the governnent to pay attention to the 
unique problems of small firms. Small business Issues and concerns 
must be heard, recognized, and addressed. If we do not listen and 
respond, our economy will suffer Irreparable damage, and the United 
States will be forced to relinquish Its position of economic 
prominence. * * 

NFIB members voted In 1981 to support the youth^ opportunity 
wage, perhaps because they are the primary employers o€ first term 
wage earners: 

Small businesses furnish two out of three /i^h 
••hJ? first lobs. Many of these first-time positions are 

Service Industries now employ about 20 million woirKer« . 

W. tWrefor. .ppe.r b.foc. thl. co«.ltt« to .upport th. er.«lon ot 
. jouth opporturlt, to th. un..plo),.nt ptobl.. of youth. 



y;.:;:^:^^5«ffi:iiii::^5S!';ri;rr.5i3;-pp!2"""^^^ 

The State of Small Business, pp. xvl. See also pp. 240. 
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11. Impact of Mtnlaum VJage on Sm all Business 

The Fair tabor Standards Act of 1983 (FLSA) establishes minimum 
wage, overtime pay, equal pay, recordkeeping, and child labof 
standards affecting more than 50 pillion full-time and part-time 
workers. The aSA provides a minijium wage floor for covered workers 
and for the payment of time-and-one-half of one's regular hourly 
rate (if pay for hours worked in excess of 40 in a single week. 
Currently, the Federal minimum Wage is $3.35 per hour. The minimum 
rate is set by statute and will remain at the current $3.35 level 
until the Congress takes specific action to alter that figure. 

Minimum wage requirements of the FLSA have undesireable 
consequences for' small business employers and workers. Small 
businesses suffer because they are forced to cut back on the number 
of people they can hire. When the minimum wage is raised, an 
employer must terminate those employee positions that have a 
productivity yield of about the same value or less value than the 
minimum wage. This necessary action harms the competitiveness of 
small firms because it reduces their productivity and the services, 
they provide to their customers. Smaller firms, unlike larger 
firms, are unable to absorb the costs imposed by the minimum wage. 

Workers are directly affected by the minimum wage provisions of 
the FSLA. In particular, workers who have a productivity yield that 
is not greater than the minimum wage are harmed the most. These 
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worker., uiually teen.gari or minority mMber. who h.ve been denied 
the prqper •kUU training, ere the one. who .re dl.pUced by the 
alnlauffl wa^e • . • . ' 

111. Youth Unemployment 

Even with ftconoalc recovery and * drop In the overall 
unemployment rate, youth unemployment ha. continued to rl»e. Other 
government programs h^ive simply not done enough. Congress has 
enacted the, Job Tral^nlng Partnership Act, the targeted tax credit 
program, and the emergency Jobs bill. These ■ programs have helped 
.ome people find work, but they have failed to solve the problem of 
youth unemployment. 

The statistics on youth unemployment are shocking! Nearly one 
out of every three teenagers will be unable to find employment this 
.ummer. The unemployment rate.W teenagers has Increased over the 
postwar decade. Since 1948,** the average annual unemployment rate 
for youth workers In the l6.to-19 age bracket has never fallen below 
7.6 percent (1953). During recent years, the unemployment rate for 
this group has remained consistently high. During 1980, the overall 
unemployment rate for the l6-to-19 year bracket averaged 17.7 
percent. For black youth In this ege bracket, the rate was 38.6 
percent; for Hispanic youth. 22.5 percent. Accord .n- cu the 
Conference on Black Mayors, black unemployment nas reached 75 
percent In some areas. 
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Some observers have suggested that the wage co8ta--princip*Uy 
the minimum wage -may serve as an. Impediment to employment of 
youth. They contend that were 8u<fh costs to be reduced and youth 
workers thereby made economically employable, their pcipitions in the 
labor market might improve. 

' Daniel. S. Hamermesh, a Michigan Stat^ University economist j 

found that a 75 percent submininjum wage for youth unemployment would 

significantly reduce youth unemployment. Such a wage structure, 

Hamermesh contended, would create 381,000 jobs for t'eenagera at a 

cost of A1,000 jobs to adults. This id a ratio of 9.2 new jobs for * 

4 

teenagers at a cost of 1 job for an adult. 

Would such a C9st be outweighed by the benefits of providing 
jobs for 381,000 teenagers? These 381.000 new jobs would have 
reduced teenage unemployment in the summer of 1980 by over 18 
percent. This is a significant gain on a steadily Increasing 
teenage unemployment rate. Teenage unemployment has its own 
consequences; a lower gross national product and a growing crime 
rat^ are important examples. 

A youth opportunity wage would provide benefits for email 
business as well as for, youth labor. Employers could once again 



A ' u.'fi., Minimum Wage Study Commission, Report of the Minimum Wage 
Study Commission , Vol. 1, May, 1979, p. A7. . 
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employ teenagers to da Joba thit ere not highly . productive and were 
ellrolnited beciuse of a high alnlmun wage. Examples of these types 
of Jobs are bagging groceries, cleaolng windshields at service 
stations, helping customers at a St&re, etc. This would make small 
business, particularly retail and service flrm^', more appealing,. to 
'customers because of the Increased services they could provide . The 
ultimate res\}lt Is that small^ businesses are better able to compete 
with large buslness.es and youth employment' Is Increased, 

IV. The Summer Youth Era ^ ployment Opportunity Wage 

For over a decade, a youth aubminlmum wage has 'been proposed as 
a remedy for the youth unemployment 'problem.' The NFIB Is Indeed, 
pleased that we have been asked to testify on S. 26»7, the Youth 
Employment Opportunity Wage Act of 1984, which was Introduced by 
Senator Charles Percy on May 17, 1984. President Reagan and his 
admlnlst^atlbn fully'suppWt thl'te bill as well as Its companion, 
H.R. 5721, which was Introduced In the House by Representative Ron 
Packard on May 23. 

S. 2687 would amend Section 6 of the Fair Labor Standards Act of 
1938 to allow employers to pay youths under the age of 20 75 percent 
of the otherwise applicable Federal minimum wage, or $2.50 per hour, 
from May I through September 30. The NFIB supports the billys 
provisions which prohibit employers from engaging In a pattern and 
practice o,f displacing older workers In favor of younger workers 
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eligible for the mtnlmum wage* We are gratified that S. 2687 seta 
•tiff penalties for employers \fho discharge adult worker* tq hire 
eligible youth, Including a $10,000 fine and a 6-month prison t«rm 
and forced paymeat oof back wages , Further this legislation 
specifies that workers who are already employed within 90 days prior 
to May 1 could uot be paid below the minimum wage. 

« 

^ By rediiclng the wage that businesses must pay teenagers, the 
youth employment opportunity wage reduces the 'cost of employing 
youth* No new paperwork will be required fqr any business ^hiring a 
youth at the submlnlmum wage. Also, no new regulatory apparatus 
would be created or required. The proposed bill relies on the 
workings of the free enterprise system to maximize eff lcl©ncy--there 
are no Federal expenditures required for the Implementation of S. 
2687. 

The NFIB requests that this committee report out S. 2687 to 
establish a temporary youth opportunity wage program which would 
create and increase youth employment opportunities and Job skills 
but which would not displace youth or adults currently employed at ^ 
or above the minimum wage, and would provide sanctions sufficient to 
prevent abuse. 

Studies by the Department of Labor have shown that the youth 
employiaent opportunity wage could produce summer employment for as 
many as 400,000 people. If states with their own minimum wage laws 
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would relax their owt> pay ttandtrdt and provide for e $2.50 tummer 
alnlmum for youth, the total number of Jobs created would Ju«p to 
6A0,O00. . ' ■ , ■ 

A sunoer Job for those youths means more than Just spending ° 
money-It ^ieans pride, self-respect, work experience for a resume, 
and the chance to develop good work haMte. The teenager If given a' 
chance to contribute to the support of his family or to pay part of 
his education. ' , 

The Youth Employment Opportunity Wage Act of 1984 is for many 
youths the all-Important first Job and a chancR to get on the Job 
ladder to higher future wages In their adult life. A youth employed 
' at $2.50 per hour Is certainly better than an unemployed youth at no 
dollars en hour on the street corners. To Ignore this legislative 
proposal is to turn our backs on the hundreds of thousands of our 
nation's young people and the means to employ them. / 
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/ STATEMEKT OF THE 

AMERICAN FARM BUREAU FEDERATION 
TO THE SENATE COMMITTEE ON LABOR AND HUMAN RESOURCES 
REGARDING S* 2687 
YOUTH EMPLOYMENT OPPORTUNITY WAGE ACT OP 1?84 

June 25, 1984 



The American Farm Bureau Federation is the nation's laraeat 
^hr!I^ n^ff" °fg39i?ation with a current membership of more than 
be s o?^2 ^62 rT'lt'l ^" states and Puerto Rico who are mSm- 
ZZ ? Z', County Farm Bureaus. Farm Bureau is a' bi-partisan 
organization supported entirely by dues voluntarily paid each 

by Individual member families, patm Bureau memfaets include 
at least 75 percent of the commercial farming operations in the 
country and an even higher percentage of the 700,000, agricultural 
employers. Farm Bureau is thus one of the largest, i?^not the 
largest organization of employers in this country. ' 

Hired farmworkers^ account for about 35 percent of the 
tTrff^t. employment on. farms, with moat farmwork still 

performed by farm owners and operators and members of their 
families. The number of hired farmworkers' ranges from 2.5 to 2 8 
million. That number has held steady for the last five yearsi 
but the total employment on farms has been going down due to 
increases in labor productivity. tHus, the percentage 6f total 
farmwork done by hired workers has been increasing and is 
expected to continue along that trend. 

^^r*' °" ^^'^ f^^^' majority of hired farmworkers are 
employed on a casual (lers^than 25 days) or seasonal (25 to 149 
day?) basis. Almost three-fourths of them work leSs than 150 
nf«l', fi*^ l"*^^ measure to the fact that fruit and vegetable 
production and certain other commodities re(^uire large numbers of 
seasonal or temporary workers during peak periods of harvest. 
Many of the casual and seasonal workers are students who work 
only a few weeks a year. 

o to the August 23, 1983, Farm Labor report of the 

U.S.. Department of Agriculture, the average wage rate for all 
hired farmworkers was $4*12. per hour. For those paid on an 
hourly basis, the rate was $4.98, and those. paid on a piece-rate 
basis $4.69. Approximately 42 percent of all hired farmworkers 
receive employment benefits other than wages. When hourly wages 
and benefits are taken together the effective wage coats are 
probably §6.30 per hour or' more. The value of perquifiitea 
represents 15 percent of the total farm and ranch labor expen- 
ditures, in total, the cost orhired labor on farms "represents 
one of the largest- cost inputs in agricultural prodUJction. now 
approaching $12 billion annually. ' 
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Pacm Bureau policy on the- federal minimum wage Is quit€( 
expllcltj 

-We favor repeal of the federal mlhinium wage. We 
oppose further extension of the minimum w'fe . 
a?rlcultuie and any attempt to i"a«jthe minimum wage, 
we call upon the Congress to amend, the Pf«fent Fair 
Labor Standards Act. to exempt minors from the minimpm 
wage law or provide foi! a youth differential. 

Accordingly, Parm Bureau favors enactment of S. 2687, 
although we wSuXd prefer that the bill go much further to e ther 
InlitTv exempt persons under, 19 from ^he « "Imum wage requi 
ment or take the federal government out of the ^usiness of 
setting a minimum wage. We are convinced that it is "ot 0"^^ 
unnecessary extension of the regulatory power of the central 
government! but is counter-productive to •"Pi^y""' •"P^^^"" 
and the economy as a whole. Minimum wage rates increase 
Unemployment 1?. rural areas and put U.S. f am products at a 
competitive disadvantage in the world market. . v 

We fully understand the nature of the problem that P^o»Pt« 
the introduction and consideration of this legislatior.. Not only 

additionally, the Congress needs to take into consideration 

- <.Ka<. 4^PPnjiap Idleness and boredom is a wanor tactor in 

S ge'deUnqSe^ncy^airc^me. -^.P-^il^^'trsSch'So k 

and need to work. Unnecessary regulai ry barriers to sucn worx 
experience should be removed. 

disincentives for private employers to take the "^J^^^J^^ 
iinckliiPd vounq people. Farm Bupeau favors the latter scnooi. 
With federal nondefense domestic spending out of control and 

■ Fundamentally, the public sector cannot "create jobs. U 
cnlv shift jobs from one sector to another. Jobs can oniy oe 
created by a growing noninf latlonary economy. 
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Farmers and ranchers are already employing many thousands of 
persons under the age of 19. They would employ many more if this 
bill is enacted. In many instances, farmers and ranchers are 
reluctant to employ teenagers because of the necessity to pay the 
ful'. minimum wage for each hour worked. A large number of such 
teenagers ai'e inexperienced and have nc'*, learned the basic skills 
involved in the harvest of crops and other jobs in agriculture. 
It often takes two to four weeks before such workers become pro- 
ficient and productive on the job. 

Unlike the jobs in most other Industries, a large percentage 
of the seasonal workers in agriculture are paid on a piece-rate 
basis. While agricultural employers who hire more than 500 man 
days of labor during any quarter are required to pay at least the 
minimum waga, that is no real problem with experienced workers, 
since they will normally earn far more than the required minimum. 
If an agricultural employer is forced to pay the full minimum 
wage to an inexperienced worker^ he will likely refrain from 
hiring such inexperienced workers as long as he has a clioice. 
He will substitute machinery for labor wherever possible. 

While this bill provides for a youth minimum wage of $2*50 
or 75 percent of the applicable minimum wage, most of the young 
persons hired in agriculture would earn far more than that mini- 
mum and far more than the minimum for adults, particularly after 
being on the job for two to four weeks. This means that young 
workers who have work experience in agriculture would not have 
their wages reduced by the provisions of this bill* 

This bill also deserves support for the careful way in which 
it has been drafted so as to protect against an adverse impact on 
adult workers. Because the employment period for the youth mini- 
mum wage is restricted to the period each year between May 1 and 
September 30, and because the language makes it clear that no 
employee's wages would be reduced due to the enactment of the 
bill, nor any adult be discharged to employ a lower-paid young 
person, the normal objections to this, legislation have been 
rendered meaningless. \ 

Fundamentally, Congress must recognize that when t • .-, ice 
of any good or service is held artifically high in relatica Uo 
the market we end up with a surplus. It has happened in dairy. 
In labor, it means high teenage unemployment and underutilization 
of the nation's most valuable resource — it's youth. 

We urge the members of this Committee to take action 
promptly to send s. 2687 to the floor of the 5?enate and that the 
full Senate act promptly to pass the bill. 
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The Service EJnployees International Union (SEIU) representing 850,000 
workers in the United States and Canada , thanks the Ccmnittee on Labor and 
Human Resources for the opportunity to submit this statement outlining our 
views on S. 2687, the Youth tntplovmeot Opportunity , Wage Act of 1984. We 
would like to state at the outset that we strongly oppose the provisions 
contained in this legislation. Our major concerns are detailed below. 

SEIU represents working men and wnmen in a variety of occupations, 
including building service workers, healthcare workers, clerical workers, 
public emplov^s and industrial workers. We ace proud of our success at the 
bargaining table in providing decent wages and benefits to our members. 
Unfortunately, many working people in our society do not enjoy the benefits 
of union reprt?sentatioii. They work at minimun wage jobs, with few, if any, 
benefits, only protected by federal or state legislation which, in many 
instances, wp beUeve is grossly inadequate. 

S. 2687, which wuld allow employers to hire teenage workers it $2.50 
per hour, or 75% of the existing minimun wage (currently $3.35 per hour), 
has been promoted as t» means of increasing youth anployment. V^iile we share 
the concern voiced over the unaccepted ly high rates of unemployment among 
this group of workers, especially among black youth, we reject the notion 
that such a suhTninimun wage would have any desirable Impacts. We believe 
fui'thor hhat it would seriously harm adult minimum wage workers who must 
l(X)k to the Fair fKibor .Standards Act for their inrrme protections, whilo 
allowincj (employers to discriminate against and, thoreforo oxploit, youncj 
peoplf? in our society who seek jobs. 

fXir involvGinont in ostahlishing minimim wages be<:ian in the early 
twontielh century. In 1903, the (J.S. Cormissioner of f.abor issued a rt?port 
i 1 lustr.:\tinf) that the earnings ot workers wpr** So low th^^t they wero unabU^ 
tn f)rovidt» t-he Uislc* necossities of life for fhoir fcinil ies. In other 
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votda, the metican votket «s hard pfeaoed to earn enough, given the 
current I6vel of pay Inmost jobs, to live above the poverty level. 

Although minimun v»qe legislation was debated for years, it waa not 
until the Fair Labor Standards Act was enacted in 1938 and its 
constitutionality established in 1941 that the federal government became 
direcay involved in wage detttOTii nation. The original act provided for a 
wage floor as well as prohibited "oppressive child labor" in order to 
protect the interests of working people. 

The objective of the Fair Labor Standards Ac t when it was passed was to 
protect workers from poverty by fixing an irreducible minimun below which 
wages could not fall so that workers could provide adequately for their 
children arv3 their families. The attempt was to eliminate the exploitation 
of working people and to allow working Pwericans to maintain minimuii ^ 
standards of living. 

The notion that the minimum wage should have any purpose other than the 
alleviation of poverty must be rejected. It was not established to create 
or destroy emplov^ent opportunities, or to benefit one group of workers at 
the expense of another. It was, however, established to eliminate the 
ability of profiteering mpXoyers to exploit working people, and force large 
numbers of American fanilies into poverty. We cannot afford to lose sight 
of the fac-t thnt minimun wage legislation was, and shou^ld still be, a 
guarantr-^^ of incane SfX^urity for all workinq Americans, 

In recent years, however, the federal goverrment has abrogated its 
responsibility to thpse low waqo workers. It is no secret that the poverty 
rate has ^x^L'n incroasinri in recent years and that in 19B2 it was at the 
highest level «ince loe"*^, with 15% of the population classifcied as poor. In 
large part, the inrr^'osos in the incidence of poverty in the United States 
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should have cane «9 no surpris? gWen our disregard for low warje workers in 
the formulation of public policies. 

It is a national disgrace that we have determined the poverty 
threshhold to be $10,200 for a family of four, yet a full-tiiro worker 
earning the miniman wage would have annual earnings of only $6, 968, No 
longer does the miiiiniun wage provide an adequate le\'Gl of incone for 
workers* 

Since 1981, we have not increased the minlmun wage and have, therefore, 
allowed inflation tc erode what meager incone protections were previously 
established. In fact, since 19. the real value of the minimun wage has 
fallen rapidly — in order to allow the sane purchasing power as existed In 
1978, the wage would have to be $4.31 per hour, or almost 30% higher than it 
is today. We have done the nearly 10 million v«oikers now working at or near 
the minimum waqe a s^rioas disservice by abandoning our canmltroent to 
provide a decent living wage to all workers. 

•Hie current proposal for a youth cutinlnlmim wage is yet another assault 
on low wage earners. We believe that sutmlnimun wages will not, as the 
Reagan Aimlnlstration would have us believe," create jobs for unemployed 
youth, but \:'nat their establishment will further an erosion in the hard-won 
worker protect io ow enibodied in federal law* 

Aside fccm absolute disregard for the original purpose of the minimim 
wage, proponents support enactment of the youtli subminimim under the guis^ 
of its job creation potential, claiming that the mlnimim wage is the cause 
of high levels of unemploynent in youth. 'Itils is simply not true* 
Regardless of the level of the minimum wage, the joblr^sfj rate for ^'^enagers 
has been consistently greater th^n the jobless rate for the entire labor 
force* And studios have shown that the most important F.ictor explaining 
changes ir youth unanplovment is the state of the economy, cia measured by 
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the aault un«nploynent rate, not chaiiges in the minimixn wage. It is 
Interesting to note that during the period 1976-79, when the econony was 
exparKiin3# increases ^.n the minimum wage were met with reductions in the 
level of youth unemplo^ent. ' ' 

' The Minimum Wage Study Canmission, which was established in ^ 1977 
anendnent to the Fair Labor Standards Act addtfessed the issue of a youth 
wage differential. In their study, they found that the evidence that a 
. youth differential would r^uce ,unemployrt«nt among ♦•eenagers was 
inconclusive. In addition, they did not find any ovidence that aubminimon 
wages would foster job creation and employment opportunities in the areas 
with the highest youth unanployment rates. 

Additional sttriies support this position. ^ ptudy conducted by tho 
National Vouth Employment Coalition has shown that a sutminimun wage would 
not create a significant niwbor of new joba. And a survey of minimur. wage 
literature written by Brown, Giltoy and Kohen titled "The Effect of the 
Minimixn Wage on EHiplovnient and Unemployment" found that in most studies, the 
effect of a 10% increase in the minimum wage on teenaga unanploy.ient ranged 
fron very small neSj^ative e^'fects to small positive effects. 

The effectiveness of other kinds of wage reduction programs to generate 
onplovtnent oppo r tun i Hies for teenage workers has been studied also, 'itiese 
efforts, as wt>U, have been found to be severely lacking in their ability to 
attack tbo problem of youth unemplov^nent. For example, the General 
Accountitrj Office reported that the Tarqeted Jobs Tax Credit wnich cjivefi 
employers' a tax credit for hiring econatucally disadvantaged .youths spurred 
jobs for only 2.5% of eligible youths in 1980, 4.6% in 1981 .^3 3.7% in 
1982. 

'In yet anothec atttjnpt to expand Employment opportunities for black 
youth, OTploysts were subsi<ii zeJ up to 100% of the w*jea paid hUck teenaje 
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workers in a project in New York City# yet only 181 of the anployers who 
were offered the full 100% agreed to take on these workers.' 

It is clear that sufficient evidence exists which leads us to reject 
the notion that youth unaoployment can be effect ive?.y conbatted by lowering 
the wages anployer^ ate allowed to pay. 

Proponents of this XegisUtion also argue that the youth suhniniroum 
will not affect adult employnnent because it will be illegal to discharge, 
transfer f or demote any employee who is ineligible for the subminimun wage 
with one vk\o is eligible. Yet the Minimun Wage Study Cannission also found 
that there was sufficient evidence to suggest that adult anployment would be 
^ reduced by a youth diffeiential. Itie possibilitiei^ of substitution were, 
and still are, far too great to risk potential Oislocation f more of our 
adult workers. 

Although the legislation makes such behavior "illegal", we 'believe that 
enforcement will be impossible. Our previous efforts in the CETA program, 
for exanple^ to outlaw substitution and protect the rights of existing 
* workers were far tron satisfactory. Given that the Departrnent of Labor 
enforcement staff has also been reduced in recent V^ars, our potential to 
'^enforce, econony-wide, such standards is unrealistic and ultimately harmful 
to all working people. 

We believe that ail minimum waqe workers will be adversely affected by 
the^establishitlent of a youth subminimum wage. Over 60% of these workers are 
fGnnale; 31% are teenagers; 24% ate minor i ties. In addition^ data from the 
Minimim Wage Study Cormission showed that 40% of those employed at the 
minimiin wuge were in low income households and 28% were either the head of 
household or the spouse. Forty- three percent of all workRri^ in femilies^ 
below the poverty level 'Vield jobs at or below the minimum wage and 57% were 
hecids of households ns ccmpared to all minimum wage workers. 
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The substitution of adult workers fot youiger vwrkaM will force low- 
incane workers further .into poverty. And the paiment of an e/en lower wage 
to teenageu-8 who are depended upon to contribute to their household incane | 
will further erode the living standards of these faniliea. It la clear that 
this legislation will adversely affect the earnings of low incone households 
Who already must depend on other federal benefits to eek out even a 
subsistance lovel of income. 

Finally, a youth differential represents a departure fran the principle 
of equal pay for equal work. We have a long-eatabHshed tradition - at 
least in statute — of outlawing diacrimination and guacanteeini) equality of 
all Americans. A sutmininiun wage for one group. in our society is, in our 
view, blatant wage discrimination. And, gfven the prepp,nderence of women 
workitq atmlnimun waje jobs, the substitution of youth workers will have 
dlspiroportlonate impacts on another group in our society that already 
■suffers fran wage discrimination - we will now add anplo/nent 
discrimination to the list of barriers women in the workforce must confront. 

Proponents of the autifllnlmun wage have argued that through the workings 
of supply atK3 demand the mlnlmun„wage has caused unat.pl oyment anong youths, 
especially black youths However , the labor market is one of the most 
lm'E«rfect markets in operation -- lack ol information, discrimination, a 
multitude of federal, state and local l.ws that affect at.ploi«,ent practices 
and a variety of other factors' influence the ability of workers to obtain 
employment . 

in order to attack and ultimately solve a problan, we believe that it 
is first necessary to define it properly, We reject the notion that the 
minlmun wage Is" the cause of youth unatiployment.' We must look to the real 
causes of our seriously hkjh unemplo^nt rates monj teenagers ~ and oftong 
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these are discrimination, lack of education, lack of training and the skills 
needed to acquire and hold a. job. ' ^ .. 

If we are to deal effectively with the serious problem of unemployed 
youth, we must recognize the causes. It i^^s clear that eft^tive elimination 
of discrimination in our society, a guarantee that quality education was 
available to all children, regardless of incone, an expansion in, rather 
than a reduction ofr job training programs and an additional commitment to 
alleviating poverty in our society would begin to address the problem! In • 
addition to these general policies, programs which target resources on the 
areas of highest unemploymeht and the highest concentration of youth 
unemployment are necessary — but these must be job-creating efforts, not 
hidden attatipts to penalize low wage earners and exploit workers. 

In suimary, the Service Einployees International Union urges the 
Ccnmittee to reject any attfmpt to institute a youth suhminimun wage and, 
instead, to concentrate its resources on effective, job-creation efforts. 

Thank you for this opportunity to submit our views. 
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PRINTINCSI INDUSTRIES OF Ar>lERICA, INC. 



1730 North Lynn Street 
Arlington. VA 22209 
d (703)841-8l0(y 



June 21, 1984'' 



The Honorable Orrin Hatch 
Chaim«n, Ccmnltlee on Labor an<) Huran Resources 
United States Senate 
^Wishlngton, D.C, 20810 „ 

Dear Senator Ikitch: 

WP «rp Dlekaed that the Senate Camiittee on l^ibor and Hirnan Resources has chosen 
To consMer s'2 87 eglslaUon to allow oiployers to hire young persons between 
the aees of 16-19 at an hourly wage less than the current federalnUninirn wage, 
'^e P?!nt!ng indu.l ies of /^«rfca (PiA), wi th npre than ll ,000 imrt>ers and the 
Jiatlonal AsLclatl^ Printers and Lithographers (NAPU, with nme than 3,000 
nwrtjers strongly support this legislation. 

In 1983. PIA surveyed its non-union ccnpanles to determine if there was suppoi't 
or a Vu h opKnlty wage.'' In this survey, ^ch went to ^PProxima e y 
A 'vnn rmiRnies we asked a scries of questions, the first of these questions 
aJkeS %s[^denrw the sum^r minlnunwage --^ 84% responded that 

They d d n fact support a lower minliniT.wage for young people. Ihe second 
; ^ ttin isked the ?^pondents if there were « i^^f.^" XV^fnl'^ 
nponle would thev hire a young person for a job at the lower niiniimnwage 
■min;v^ed that^hey would. Tlie third question asked of those who answered 
Imr^^ve on question, two was if the person they hired would be in add i ion to 
?eKuU? hiring or "f the young person hired at the lower mi nirmr, wage would be 
hl?ed ns eaS^f scmeone at the regular minimur, wage -- 84% answered that the 
person Srtd would ba'ln addition to regular hiring. In other words, those 
?c8pSndentt, indicated that they would create a job for a young person. 

Ve cannot be assured that the estabUstnent of a Icwer minirmn «af ' 
neopleVr sinmer work would result in substantial ly more jobs for young 
• gople. V^ cannot state with any assurance that mployers would not hire 
'thisc voune oeoole instead of older workers at the regular minlnunwage. 
.ik^l^erSe haSe nrassu?ance that the opposite of these twoooncerns s true. 
. vlo Z^lly with sot* confidence that a large nurber of the n«i*er8 of our 
association have said that would create a job for a young person. 

-nic y..uth ODDortunlty tvage Bill Is. limited in scopo and affects only those young 
ISdbuSSr the ages of 16-19. It provides for penalties for those orployers 

eplacfCrkl3?s with these young people at the "'"^ ««f ' ^H,'"'' 

legislation prcMdes for a sunset of three years. Wo ask the question tia 
oXri have asked. ...Why not give it a chanceT If It works, then nany w 1 
bSt^ 'U tf rail;; then feS will lose and the issue is resolved for all timr. 

We ««uld appreciate your ■ Including this letter in the record ol the hearing held 
ori June 18. 

SIncevely, 

Benj«iiln Ctooper 
Serii'or Vice President 
' Goverrtrient Af fa! rs 

ccj Mentors of the Ccknltt££,on Ubor & HuiBn Resources 
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*" STATEMENT OF " 

JAKE^ALARIP 
^ NATIONAL CHAIRMAN 
THE 4f^pRICAN 6 I FORUH OF THE UNITED STATES 

f 

First of all, I would like to -thank the distlnqulshed Chairman, Senator 
Hatch, for Inviting me to share ny views regarding the Youth Employment Opor- 
tunlty Wa({e Act. My name Is Jake Alarld and I am«the Natlona*/" Chairman of 
the American G jl Founn of the United States. For your tiiformatlon, the American 
6 I 'Forum' Is a Wtlc- il Veterans Family Organization founded In 1948, In 
Corpus Chrltl, texas. The membership of our organization Is composed primarily 
of Hispanic" Americans. Structurally, we havje a National Chairperson, a National 
Women Chalrpersoh, and a National Youth Chairperson. Our State and local GI 
Froum Chapters sponsor Junior tU Forum Chapters composed of youth. The mala, 
purpose of our Junior GI Forum compoTCn'C''ls to render service to our youth 
by fostering and encouraging spiritual anijiflethlcal values, develop character, 
teach responsible citizenship and Install a desire,. or aspiration for higher 
learning. 

Since itsjnceptlon, the Forum has been afctlvely Involved In issues re- 
lating to the Administration of Justice, Employment, Education, and Economic 
Development which our members bellevg to be the heart and soui of democracy and 
all Its cltlzenpy. Our Motto Is "Education I.s Our Freedom and Freedom Should Be 
Everybodiy's Busl^'e^s/ 

Mr. ChalJOwn, the social Issue before you today Is a most important one. 
Unempolyment among our youths"* particularly for minorities and the disadvantaged, 
has been a persistent and growing problem In this country for the past decade. 
Youth empolyment Issues are interrelated with education, family life, social 
psycologlcal growth, and many other factors. - While many teenagers do not have 
substantial employment problems, most minority youth encounter difficulties 
which result In long periods without work that consltute and develop, into 
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severe problems and consequences. 

.. The U.S. Departoent-af.>»bar, has gathered 4.la.rfle. body of research on the 
value of a meaningful work experience for youth during their developmental years. 
Without making specific references, many of the experts In this area agree that: 
Work during the school years significantly increases the prob-' 

■ ability o" employment in the imediate post„school period. 

Although unemployment la. the iimdeate post-school pe^^od does 

■ not generally have a long tern consequence on later employment. 
, It does affect later wages. 

Work during the school years is highly correlated with earnings 

■ and employment in the post school period.^ 

If the above holds true, then we all should be open-minied in considering 

proposals which nay help provide any youth wishing to work an opportunity to ■ 

° do so. However, of particular concern to me is the intolerably high unem- 
ployment rates of minority and disadvantage youth during their developmental , 
■ years. If we think of our youth as an investment in American's future produc 
tlvlty. then we need to take steps to insure we protect our investment. As . 
^ things stand today, in almost every aspect of their labor market experience. , 
minority youth (especially Black and Hispanic youth) are significantly worse 
of than thetotal youth population in general. 

At this point. 1 would like to present spme social and economic statistics 
on the Hispanic conmunlty to show why I am so concerned with the issue before us 
today. The Hispanic population of the U.S. as of 1980 wa-. 18 million according 
to the Census, including 14.6 million on the mainland and 3.2 million in Puerto 
Rico; the 1983 estimate is at least ZO million. Growth wise. Hispanics represent 
the fastest growing population group in the U.S. today. In addition: 

. Hispanics are the youngest U.S. subgroup, with a median age of 
\ 23.2 as compared with 30.6 for non-Hispanics. 

\ ■ . More than one in five Hispanics mi are under the age of ten. 
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In terms of family slie, the average Hispanic family includes/ 
2.3 children, as compared to 1.9 for non-Hispanics. / 

K ' . ■ / 

H)ispanics remain the least educated. In 1980, the median / 
number Qf years completed by Hisjpfanics 25 and over was 10../^ 
years, as compare^ to 11.9 years for^Blacks and 12.5 year^ 
for whites. Only about 42% of Hispanics 25 and older ha' 
completed high school. •* 



. According to'DOL figures, the proportion of^ Hispanic yoijth 
enrolled in school , lagged behind that of 'White and black youth 
at all ages at the high school and college levels in 1978. A 
disproportionate number of HIspaniC/ybuth were also not in 
high school - approximately 40 percent of all Hispanic youth ^ 
ages 18-24, were high school dropouts in 1978. 

. In general, the unemployment rate among Hispanics is usually 
60% higher than among White Americans. 

. Hispanic wpmen employed fill-time have the lowest incomes of any 
major population groups; their median income in 1982 was just • 
$11,363» as compared with $12,376 for Blacks, and $13 1847 for 
White women; and $15,589 for Hispanic men. 

. In 1982, 12.0% of the White individuals, 35.6% of Blacks, and 
29.9% of Hispanics lived below the poverty level. 

I hope these selected statistics show why we should be concerned with 
the employment problems of Hispanic and other minority youth in our society. 
We also need tb be concerned over the f^ct that billions of dollars have 
been spent on government programs for youth, but youth unemployment has con- 
tinued to increase. In addition, it creates special problems for segnificant 
segments including minorities, young mothers, troubled youth, recent refugees, 
and the handicapped. 

It Is Important to point out that, in {Response to the youth employment 
problem. Congress in 1977 enacted the Youth Employment and Demonstration Pro- 
jects Act, the first comprehensive job and training legislation devoted soley 
to-youth employment. An ambitious knowledge diBvdVopment effort produced hundreds 
of seperate research, evaluation, and deino:istraton activities which resulted 
in thoul/nds of written products.' It is not my intention, Mr. Chairman, to try 

0 ■ ' ■ ■ 
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and present a coioprehenslve analysis of the results of all these knowledge 

developoent activities. In general, we kpow that all of that knowledge 

development shed much llsjht on the dimensions • causes and consequences of^ 

youth employment problems. We learned that the employment problems of youth 

are more severe than had been assumed and that standard published statistics 

may not adequately measure the dimensions of youth employment and joblessness. 

The causes of youth employment problems may be the result of several .factors 

acting Independently or cumulatively, these Include: 

. The strength of the econon^ as a whole^ 

The proportion of youth In the population, 

. Certain background characteristics of certain youth which affects 
their employment rates, e.g* race, sex, age, etc., 

. Some forms of preparation during high school, e.g. academic per- 
formance, work experience, etc., which affect pre and post 
high -ichool employment, and ' . 

« The minimum wage. 
With respect to the minimum wage, there Is evidence showing that the 
.employment. of both white and non-white youth are hampered by the minimum 
.wage, presumably because the minimum wage Is higher thart employers are 
willing to pay for some youth. This may be especially true for 16-17 
year olds, and for black youth In general* 

Mr. Chaln^an, as you proceed with consideration of the establishment of 
youth opportunity wage, you will hear the pros and cons and the costs and 
benefits.res^ltlng fron, the adoption of this proposal. Personnally. 1 applaud 
• this Con^ittee for having these hearings and providing us an opportunity to 
bring to public attention the seriousness of the youth employment problem. 
Fro. perspective, as Chain^an of a national Hispanic organization. 1 feel ' 
we need to consider any policy option that would help allevi ate youth unemployment, 
especially since'thls problem Is so severe among Hispanic and othii.r minority 
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youthi and especially since it is a problem that can affect the development 
and future growth of this segment of our society. 

However, I -Jo feel there have been and still arc some justifiable concerns 
with the proposed legislation. The task before you is to synthesize the informa- 
tion provW^cTNuring these- hearings and formulate a bill designed to give this 
propo^l a chancL 

^^^J^*' the labor mar(tet)/ If this can be done, than I feel the proposal deserves 
an opportuntiy to prove itself. 

The proposal before you today, as you are :*.ware, is controversal in nature. 
I should note that our own membership has divergent concerns and reservations 
regarding the conc€>"t in general and certain provisions in particular. For- 
tunately, many of these concerns have already been Incorporated in the Senate 
Bill (S. 2687) before us. However, I feel thay are worth mentioning again. In 
th^s regard, I would like to take this opportunity to place these concsrns in 
the form of recomnendations. 

RE COMMENDATIONS 

First of all. I wish to start by saying that the American GI Forum is not 
oppossed to the minimum wage. We feel every worker in America should earn 
the minimum wage and above. However, I fee: youth should not be denied an 
opportunUy to obtain meaningful work experience in the private sector because of 
cost conMderations by a potential employer. The school -to-work transition period 
is a vital and impctant aspect of the youth experience and meaningfu work ex- 
periences while in school cm help ease this transition. 
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Therefore. I urge favorable consideration of a youth opportun1ty\wage with 
the inclusion of the following reconiMndatlons. It Is -.conmended that: 

D^Auieinn<i he Included to Insure adult and already employed 

■ y 't ior eJ e not displaced by eligible youth participants 
S emP™"ho chose to Sbuse the Intent of the Act. >^ 

Adequate enforcement authorization and appropriations be pro- 

• vfded in order to adequately monitor and insure compliance >, 

».1th the Act. 

«;trnna sanctions must be Included to deter unscruplous eraployens 

• w S WO"" ot er^ise seek to use eligible youth as a c eap substl- 
tute for alrea^-v employed adult and youth workers during the \ 
summer inonths. 

A dpfinite tenni nation date be set for the Act. This will al- . 

■ Tow Congress and public an opportunity to review the legisla- 
tion In ordir to detemine its worthiness for continuation. 

AftPr a reasonable period of time, a compreh'ensive evaluation 

■ of the legislation should be conducted in order to determine 
Its imp ct 0 various segemnts of the labor force. Of par.ic- 
iiar concern would be to detemine if the youth opportunity 
wage actually resulted in the creation of new Jobs during the 
su^er months and the impact it has on the minority and adult 
labor force. 

The experimental youth wage should be limited to be in effect 

• inly during the suamer months of May through September. This 
is the period when most youth are seekinn work. 

The eliaibility age for beneficiaries of the program should be 
' Sited to youth between the ages of 16 and no o der than 19 
vears This is the segment of the youth population in need 
of the benefits of an early work experience. 

Ti.„ wn„<' oDDortunitv wags should not be viewed as a subsitute 

* for ^x stinKr t re go ernment funded employment and train- 
iZ Droqrains We must Insure that the most effective youth 
programs arl continued and new innovative approaches are also 
given a fair hearing. 

Mr. Chalman. 1 am sure you agree that to many of our youth .uffer employ- 
ment and employablity development problems for us to sit idly by and not con- 
sider viable solutions to the problem. As I noted earlier, my special concern 
is for the econom'ically disadvantaged and minority youth. To many of these 
youth have never held an unsubsidized Job. In general . they lack the network and 
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Job search skills by which to ease the tran<'1t1on Into the world of wo/k In the 
private sector. Joblessness among our youth In American Is a problem that carries 
such consequenses as Increased youth crime rates, violence In schools. Increased 
number of births to unwed mothers*. and Increased suicide rates. This Is to 
high a price for ouc youth and our society to pay. This Is why I again coomend 
this Committee for bring this Issue to public attention and for considering 
the proposed youth opportunity wage as a vehiqle to help alleviate the problem. 

In conclusion, I wish to again thank you for Inviting me to share my views 
and present my recommendations for the Youth Employment Opportunity Wage Act. • 
With the Incorporation of the recommendations I have made. It Is a policy 
option worthy of your serious and favorable consideration. ■ 
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Nitlonal Aiioclatlon 
otM*nufacturar« 



fHANCISM LUNNIE.JH 
AtMlani ViC» PinKi*ni 
InausUiiH HuMiJoni aMi 
OniKlor. (.dtW/ltUliCki] 



June 22, 1984 



The Honorable Orrin Hatch 
Chairman 

Senate Committee on Labor 

and Huma.. Re«outces 
United States Senate 
Washington, D.C. 20510 • 



Dear Mr,. Chairman-. 

The National Association ol: Manufacturer b ^PP'^^^^^t^;^,^^ 
the opportunity to participate in the Senate Labor and Human 

Resources Committee 'hear ings on S. l^'-^ 'l^^', ,ZTo"lLlTtUe 
Employment Opportunity Wage ftct, and would like to submit the 
Collowing statement for the record. 

The NAM is a voluntary business association of over 
n. -50? corporations, large anj small, located -^/J^ ^^^^^^^J" 
Members r-xnge ir, size from the very large to over 9,000 small 
manufacturing firms, each with an ^^Pl^^^^ ^^^^ J 
500. NAM member companies employ 85% ot all workers in 
manufacturing and produce over 80% of the nation s 
laSufactured'goods! NAM is -"^^^^ted with an additional 
1S8,000 businesses through its Association Council and the 
national Industrial Council. 

S. 2687, introduced by Senator Charles Percy on May 17, 
1984, would amend Section 6 of the Fair Labor Standards Act 
of l^BB to allow employers to pay young P^^P^^.^Sf'n J^r ' 
of 20 at 75% of the Federal minimum wage, or at ?2.50 per 
Sour from May 1 through September 30 of each year up to and 
?"cU,dlng 3.9B7. This measure, and its House companion H.R. 
5721, r.nl:-.oduced by R«piesentat.i ve Kon Packaid, are ^"Jjy 
supported by the President, Secretary of Labor, th^Nftional 
conference of Black MnvorB, National Conference of Republican 
Mayors, and many busioess organizations throughout the 
country./ 

Thf- youth Employment Opportunity Wage Act t^r^pvrsents a 
positive ;.tep toward rr.olvlng the persistent P^°^l^^ °^ 
wouth unemployment and preparing young people to enter the 
iob markpt. The NAM believes our youth dtoecvc the 

ippo unities provided in this i-) i^^.f ' it" ? 

•,n pynprimental basis to iudge its etfectiveness. It ic-. 
t^ury'uSi-orfuSate that some have labeled this a " sub-.ninimm" 
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wage in attp.npting to block itr, passage, when in fact it is 
most deeinltely a " youtiir opportunity" wage, and ould be 
given a chance to work. ' 

This program is experimental, effective only during the 
summc'r months, contains appropriate safeguards to meet the 
criticisms of previous proposals/ requires a report tb the 
Congress, Is not likely to displace adultr workers, and will 
cost the government nothing. It is gaining wide support in 
Congress and- has been endorsed for t\ e first time by the 
National Conference of DIack Mayors, .^hich is fully aware of 
the dismal job prospects our minority youth face.' 

The minimum wage has prevented many young people from 
gaining a foothold on the first rung of the economic ladder. 
They have been hindered in their efforts to obtain 'the most 
important work of their lives - work t^iiat provides basic job 
skills training. The minimum wage ties the hands of the 
employer in hiring the young, unskilled worker. On the other 
hand, we believe that a lower entry wage wilX encourage 
em.^loyers to hire teenagers, give them on-the-job training 
and experience, and provide them with their start in the 
working world. Youth unemployment will only rise to even 
greater proportions if we continue to set up a system w^ere 
young people cannot get jobs without experience and they 
cannot get experience without jobs. With youth ^inemployment 
at 19^, arid almost 50% for minorities, it is clear t'hat we 
must try 'to find a solution to this national problem. 

In the youth opportunity wage proposal we have an 
opportunLty to produce summer employment for as many as 
500,000 young people with a program which will not increase 
the Federal budget deficit. While we fully recognize the . 
valuable training opportunities for our Nation*3 youth which . 
is being provided in government programs such as the Job 
Training Par tne.:Gliip Act (JTPA) and fully support that 
program, the Department of Labor will Spe 1 about ^725 
million under the JTPA* summer youth empl<>yment program in FY 
1984 to subsidize about 718,000 temp.rary public sector jobs 
for youth; the youth opportunity wage proposal, in c6nhrast-, 
will coj^t nothing. 

By creating this experimental youth wage for the r.ummer 
months only until September 1987, we are giving the greatest* 
number, of youth a chance to enter the labor market. The 
program is experimental and will be evaluated by the 
Secretary of Labor, who will gather data on its effectiveness 
and rf^port to Congress thereon. We believe that if the 
program is gi'Vin a chance to work, many opponents will be 
surprised at the number of: jobs that might result. 

A !>LU'vey ttukf^n by the ti..S.. Chamber of Commerce at the 
end oF 19R2 revealed that 5n of those interviewed support a 
reduction in the minimum wage for teenage employees during 
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the .ummer months as one .eans ll^l^iTt ToTl'voVtl' :>a,T 
the unemployment .ato worsens, the ^JPP° ^/°^,,3J , ^es 
should only iricreasG. In .tact ^ne tri y 

Association conducted ^ . ^"^'^^y ^^JJ^J^J^S^ed tha^- 84% 
their union- free companies. The survey .now^ ^^^^ 
supported l°-r v-ages for youth, 75. ndlcat^^ ^^J^^^ ^^^^^ 
hire young people if the wage was ena additional young 

who would hire summer youth, hire teenagers to 

workers. With a l°f^,^X%k?llerwhicrwe e eliminated 
do jobs that are not highly skiliea wnicn 
because of the high minimum wage. 



^^ke to h e an unski.led youth from May 1 Jo Sep em 
Tr Z summer, "hen the key to economic survival o a ^ 
company is productivity it would make no se se to aia , 
sklued empLyer and hire. a summer youth wf^ little o no^ 

^^-^-^—^ 

eligible youth arfi subject ^,onths in prison, 

displace older adult workers, women and minorities. 

Labor secretary Donovan has caUea --P'J°r^"ihe'?outh 
Nation's "number, one human' and economic concern . 
Sploym^nt opportunity ^Wage so - all o he^^^ , 

problems'of the Nation's ""^"'Pl°y«^ tr led before. It 

^positive step "Jf,^,,^^ o'uJh eservra"ofportunity to 

is our belief that America t , - oitill. earn a wage 

get that fi^rst e"t^y/-/ihlch'cores £rof bel;g% Member of 
and experience ^he^ p ide which come 

thi-. work force. It Is vital certainly our youth 

doers to job opportunities for all and certainiy 
deserve a hlc;h priority. 

Thank'you for allowing us to comment on the necessity of 
enacting this legislation. 

Sincerely, 

Francis M. Lunnie, Jr. 
Assistant Vice President 
industrial Relations and 
Director, Labor Relations 
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Chamber of Commerce 

OF THE 

L'nitkd States of America 



\lbcrt D BouRLANO Juiie 22 , 1984 im.^ H :<raF.tr.N vv. 

VH.e P»esiDe.sr <> WAaHiNOTON. D. C. JOOUS 

CviNCBcaaiONAL \so Potinoa AfFAms ^«;V4tiJ'iltWi) 

The Honorable Orrln 0. Httch 
Chairmen 

Cooutlttea on Ubor and Huoan Resources 
United Staces Senate 
WaelUagtoa, D.C. 20S10 

Dear Mr. ChainMn: ' 

'ilie Chamber of Coomerce of the United f^tatea, on behalf of its 
nearly 200,000 business aenbers, supports s. 2687, the Youth cmployaent 
Opportunity Wage Act of 1984. 

The purpose of S. 2687, and its House companion billr H.R. 5721, 
Is to create stgni-Elcanc numbers of new entry-lev<»i jobs for our 
unemployef*. taentgera during the spnuaer cnoufjUs. As many as 400,000 jobs 
would be crrsted by this legislation, a ojajor step toward alleviatVag 
our teenage uoenployaeut pro bleu. 

This Xegtslatioa would permit employers to piy m^^hh equal co 75 
percent of \.'ue mlnlButj wage to newly-hired teenagera 19 years of age and «• 
yc^unner to work between t-lay 1 and Sepcemoer 30. It prohibits the 
discharge, transfer, or demotion of any cjarrent employ-ie — 
adult or teenage. The legislation also provides for a September 1987 
sunset, with a requirement for an evaluation report to Congress. 

While the United States still faces a severe unemployment problem 
in general* our 19.6 percent teenage unemployoeut r'»te Is* throe cijcs 
the adult rate. The unemployment rate for black teenagers cf 44.1 
percent ifl it crisis proportions. In some cities, such a^s Detroit, 
minority youth unenployment exceeds 60 percent. 

The need to provide job opportunities for ycuth is a critical 
problem which Congress has uot addressed Adequately to date. ii. 26§7 
proposes a constructive solution vhich ac least should be triad for the 
three-year trial pejlod provided for in the bill. 

Entry-?.evel ^Job opportunities for youtun: (i) provide 1ob skills- 
and training} (2) provide a stepping-stone to advancement,- (3) protsote. 

maturity, self-celiance , and good work habits; <4) instill s-^lf-dlgnlty . ^> 

and pride; and (5) lessen the need for public assistance. 
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Most ic^^tantly, .he.e ^obs P-vide f . ^/^^/^it^^t^r^a^ronL 
::;i:yiear;or;alir.esults m « 10-20 po.c=ent permanent increase in 



waged. 



currently, an employer hao few incenUyes J° J^^^^/^^JJ 
pernon who my lack workplace ald.Us, profesaional maturity, and 
experience. 

5r;in?nrho:rTor-°ea^;r;ouJ. .ire.. 

employee oec 3a.,mer (20 weeks) would add up ^°^:l°'J°''Z luin<) 
t;sinLs,' the savings may be gianif leant enough to p.onote the^niting 

of an additional teenager or two. 

• opponents clai. the ^^^1^^^%^^;^^^ 

displacei-^ent. This "g"'"^"^ ■ "fiMe^^ the vouth wotUr 

worker is distinctive in assecs and ^ Jte^ from the 

anC that the average employer l°°^%^^^„2tbriitJ? than from tho youth 
adult ^rker (more reasoning, more ^^f they do ' 

(more physical strength and endurance), ior the par 
not compete for the Jaae job. 

PnrhhPrmora th? vouth differential as proposed pertaiijs only 
to new'hUrs"7w;jroi in effect only from May through September. 

More importantly, S. 2687 contains ' 
employert who Lh.titute ^or -^-'^i^^-^.r/J.^^tr,, , "^ 'demote 
differential program. Employers who ^ ^^^^f ' ";,b3ect to 

p;i;rter;s up to 6 month., and payment of back wage.. 

.he Vou.h ra?SSru;ir-;rb:sinesses 
consumers and youo. Pr^fi^'i^d^Sies ^auld hire additional workers 
m the service and retail J"^"!" year-round employ^'e, who now 
.nd otfer f ^//"^^J" ' d\ ^-e resronsibilitios as a 

often carries a f 7^^",^''''^;^;°%enef it from adcitioP.a h«lp. 
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The root of the problem is, of course, the minimum wage 
Itaelf ♦ Employers, particularly iimail businesses in the service 
industries, have 'been forced by higher labor costs to streamline 
operations, decrease services,' cut operating hours, curtail expansion 
and in some cases, close down. 

For these reasons, I respectfully urge the adoption of S. ,2687 r 
the Youth Employment Opportunity Wage Act of 198A. Please include 
this letter as part of the hearings re^cor^. ^' 

Sincer^sly , 




cct Ileabers of the Committee on/ ' 
Labor and Human, Resources 
Ron Dockaai, Staff Director 
Kitty Hoggins, Minority Staff ^Director 



ert D . Bourland" 



ERIC 



187 . 



. 183 

STATOIKNT of m. BEP.NAPD E, ANDERSON 
l)riU.:rTOR 800TAI, SCIENCES. THE UOC.'F.FELLER FOUNDATION 

In recent months, increasing attention has been directed 
'-to a proposal to adopt a subminirngm wage on a device for reducing 
teenage enumployment. Even fhe National Conference of Black- .Mayors 
have endorsed the idea. The available evidence, hpwever. or help 
solve the minority youth unemployment problem, one of the nation's^ 
most difficult domestic problems. A subminimun wage is bad economic^ 
policy and abominable social policy. 

Many econom ists argue that minimum wage V.igisl^iVon greatly ^ 
reduces youth opportunities, and is especially rmful to minority 
group teenagers. A cursory examination of the statistics shows an 
upward dHift..in youth unemployment during the past several decades 
as the federal minimam way. rose to the current level of $3.35 an hour. 
But to attribvte the increase in youth unemployment entirely to the 
inrreasein the minimum wage would be the sa'me as suggesting that the 
Georgetown University NCAA basketball championship was generated by the 
. messianic enthusiasm of Hoya fans. Obviously, other factors were 
also involved. ^ ^'i' 

■ > The rise in teenage unemployment ha^'also been influenced by 
the dramatic increase in the size of ti^e youth and female laW forces, 
competition from the increasing number of .ijnmi grant workers, the 
declining number of semi-skilled jobs "in urban areas, and the changing 
technology of production! Rising teenage unemployment is also related 
tn the upward drift of unemplc.vment for the 'labor force as a whole, 
which averaged 4.8 percent during the 1960s. 6.2 percent during the 
1970s, and 5.1 percent since 1980. , 
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• Ihf empirical evidence simply does not support an un^»quivocal " 
slaien.ent ihHi higher minimijm wages are responsible for the serious 
unemployment problem among youth, and especially minority group teenagers. 
A careful and objective search of. the evidence suggests only that th^ impact 
of n.inimurr wages on employment is subject to question, and the relat ionshi (5 . 
b(?tween increases in minimum wages and unemployment among teenagers 'is 
uncei'tain and imprecise. 

The CongressipnalVy n.andated Kinimun Wage Study Cofra.ission conducted 
several careful studies of the 'effects joi n.inimMm wages'on youth employment, 
and in its final report concluded that a subminimum v^a^e, would not reduce 

^Xeer.age unen.p.loyn.ent significantly and would do little to increase efr.pl oyrr.ent 
among economical ly disadvantaged, minority group teenagers. The experience 
under the Youth Incentive Employment fntitlerii&nt program supported by the 
U.S. Department of labor dyring 1978 through 1980 also casts. doubts oh 

*the potei^tial for a subminimum wage to generate more private sector jobs 
for disadvantaged youth. 

'/ 

Under the, entitlement program, employers were reimbursed for all 
woge and benefit costs for hiring economically disadvantaged teenagers 
who agreed to rerf.ain in or fiSturn to school. The private sector 'hired J 
less than a third of the 7?, 000 youths employed in the 17 communities in 
which the program operated. If private employers are reluctant to hire 
youth at no cost, it is difficult to believe substantially nore jobs will 
be available simply by reducing the minimum wage. 

I. 

Ir fact, a demonstration project designed to test the effect of 
diffetent subminimum wages under the entUle-'^i^^rf^prOgram in Baltimore and 
Detroit showed that only one in ten firms eligible to employ teenagers at t 
?5 percent of the minimum, v/age, and'only one in twenty eligible to hire 
them at SO percent of the minimum -rtually hired low income youth. Only 
about j8 percent of the firms eligible for a 100 percent wage Sul?sidy ' 
hired a low- income teenager. 
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Kan^ sugoest that youth should be e.nployed at sub-minimum wages 
in order to'obtain the training and' experience necessary to increase their 
productivity. But. in fact, little or no Useful training or experience' 
can be obtained in the marginal . dead-end jobs likely to be filled by 
teenagers hired at the subminimum wage level. Many such jobs at the 
fr,inia>um wage now go .{^egging because of their poor working conditions, and 
lack of' opportunity /or training and advancement. 



i 



■ If teenagers are to have upward mobility, they need good work 
habits that are likely to be acquired thro'Jgh training and work experience. 
The new .lobs Training Partnership Act holds promise for providing the. kind 
of training and worK ^xperiepce youth need to get a foothold in the American 
ec^noniy. Initiatives suc.h as the Boston Compact, the New York Partnership 
Sun.ner Fr^ploy.ent Program', and the Philadelphia Urban CoalAion Summer 
rn,ployn,cnt Program dcr^onstrate that important gains can be made to get 
youth into private, sector jobs under current employment and training 
policies. 

' ; ^' - 

The national policy objective should be\o elevate low skilled youthv 

to a point where they can earn a decent wage, not diminish our wage standards 

on the erroneous claim that to do so will lower the ^teenage unemployment rate. 




Bernard E. Anderson, Ph.D. 
May 1984'\ 
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The Hcnorablo Orrin Hatd^ 
United States Senate 
Russell Senate Building 135 
Vfashington, D.C. 20510 

Ret S. 2687 ^ 

Daar Senator Ifatcht ^ 

Itie National Club Asaociaticn strangly supports passage of 8« 
Iho Youth Hitploymmt Opportunl,ty Wage Act of 1964. 

Ttie National Club Association (tCA) is the national tz^ aModi^ticn 
• representiiM the legal, Itogislative, tax, ani business oonoems of 1,000 of 
America's private socl£Tr*Tecreational, and apa«tic clubs* These clubs 
have over 900,000 individual moibers and over 50,000 enployeesa 

Private cliijs typically have waiiy jobe ^ch oould be readily perforiMd 
teenagers, such as caddylng, slnple maintenance such as painting and 
groundskeeplng, lockenfocm i^keopi and clearing tables in the dining roan. 
Many of these clubs, eot>eciaa.ly golf clubs, ajpraady nB)ce vigorous efforts to 
introduce youth to their sporte-and other programs, and to the proepecL of 
club fnployment as careers. In adaition, tft n«di of the oouttry, clitis are 
essentially seasonal operations with the greatest enploymant needs during 
the turmer months* ^■ 

Tor these reaaons, ym believe clubs would make great use of the 
opportunity to hire more teenage employees that %tfould be provided by this 
legislation. We estiJwte that our 1000 mentser clube would hire on the 
average an additional 3-5 teenage erployees per club. A elmilar projection 
oould be made for another 1000 private clubs, as well as for the t)K>0Man3s 
of other organizations* such as fraternal and sotoral groMps **iich have theijf 
own facilities. 
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l-toat ln»»rtantly, we are convinced that this vital legislation will 
clui^^^S^^l^ers throughout the country in introducing a 
generation of to ihe vKSfW ty»JJieqFe? . , 

We believe thii Is ,trul^;jia; id^ v^Opi ^t^jha^ cone and wa jo^ in 
support of S* 2687 • ' ' i 



Sincerely^ 



Gerard F. Hurley 
Executive Director 
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Ms. IvERSON. The committee 'will recess. 

[Whereupon, at 5:55 p.wj., the committee was adjourned.J 
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